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FEDERAL AGENCIES AND PHILANTHROPIES 
(Part 1) 





TUESDAY, JULY 1, 1958 


House or ReprEsENTATIVES, 
SUBCOMMITTEE ON LeGaL AND Monerary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to call, at 10:15 a. m., in room 
1501, New House Office Building, Hon. John A. Blatnik (chairman of 
the subcommittee) presiding. 

Present: Representatives John A. Blatnik, Martha W. Griffiths, 
Porter Hardy, Jr., George Meader, William E. Minshall, and Jack 
Westland. 

Also present: Curtis E. Johnson, staff administrator; Jerome S. 
Plapinger, counsel; Eric W einmann, associate counsel; and Elizabeth 
D. Heater, clerk. 

Mr. Buarnik. The Legal and Monetary Affairs Subcommittee of 
the Committee on Government Operations will please come to order. 

Our hearings, which open this morning, are concerned with effi- 
ciency and economy in the activities of the Internal Revenue Service, 
the Post Office Department, and, to a lesser extent, the Department of 
Justice, with respect to tax exemptions and other privileges granted 
by the Federal Government to charitable and- phil: mthropic organi- 
zations. 

Philanthropy is big business. Its annual revenues are estimated to 
exceed $6 billion, and its assets to exceed $64 billion. It enjoys a 
privileged status, in terms of taxation and in other respects. It is 
only right that this should be so, since private philanthropy carries 
a burden which otherwise could fall on the Government. For the 
most part, it can do so both more efficiently and more progressively 
than the Government, because it enjoys a flexibility difficult to achieve 
by governmental process. 

Phil anthropy is a public trust, not only because of the privileges 
enjoyed by it, but principally because it operates on behalf of a public 
beneficiary. This trusteeship imposes a duty of scrupulous honesty 
and of economic efficiency as well as the duty of complete disclosure to 
the public, demonstrating both. 

In general, the record of American philanthropy with respect. to 
honesty and efficiency is excellent. Nowhere are social-service tech- 
niques, operational methods, and the welfare ee more highly 
developed and more skillfully applied than in Americ: Therefore, 
when we contribute to a cause, we have reasonable assurance that our 
money will be devoted to the purpose we had in mind. However, 
there is room for improvement. 
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Inthe words of St. Jude ( Jude 12), there are— 


spots in your feast of charity, when they feast with you, feeding themselves 
without fear. 

“They,” in this context, are those organizations which devote only a 
minor portion of the contributor’s dollar to the stated purpose. 
Where this happens, both the contributor’s good faith and the govern- 
mental objec tive are frustrated. An authority in the field has esti- 
mated that in New York alone 3 percent of charitable contributions 
go into “outright charity rackets.” Additional sums are wasted on 
excessive fund-raising sé schemes and overhead costs, including execu- 
tive salaries, expense accounts, and so forth. In the total picture, al- 
though the percentage may be small, the sums involved are con- 
siderable. 

It is the Government’s stake in these matters to which our present 
inquiry is addressed. We shall be told just how sg it is. But 
we can say at the outset, that when tax exemption, tax deductibility, 
and mail privileges are granted or continued, it is incumbent on the 
Federal agencies granting or continuing these privileges to assure 
themselves that the legislative purpose is satisfied. 

The problem is not a new one. Solomon, in the Book of Proverbs 
(Proverbs 29 : 13), observes that where— 
the poor and the deceitful maz meet together: the Lord lighteneth both their eyes. 

Gibbon tells us that, in the fourth century, Emperor Valentinian I 
prohibited and voided gifts to profligate monks who had insinuated 
themselves into the affairs of their spiritual charges. He abolished 
this “lucrative but disgraceful trade” because 





* * * the unbounded confidence which (the donors) hastily bestowed, was often 
abused by knaves and enthusiasts who * * * presumed to declare, with the 
smooth face of hyprocrisy, that (they) were only the instrument of charity, 
and the steward(s) of the poor. 

Nor are legislative inquiries into the problem new. The English 
House of Commons investigated it from 1786 on and brought out 
a report 52 years later, urging the establishment of a permanent and 
independent board of inquiry to compel, among other things, the pro- 
duction of accounts and to secure the safe custody of charity property. 
Fifteen years thereafter, this commission became a reality. It 1s still 
functioning now, over 100 years later. 

] erhaps ° we can speed up the process of parliamentary inquiry, but 
we well realize that the problem is complex; it requires careful study 
and thoughtful treatment if we are not to hurt the cause we aim to 
serve. 

Our immediate aim is to examine into current solicitation and ex- 
penditure practice and to determine whether the departments in our 
jurisdiction, and charged with responsibility toward philanthropy, 
are performing their duties efliciently and effectively. 

Today, national fund raisers must comply with an increasing num- 
ber of State laws and local ordinances, many of which require the 
completion of special forms. These forms, in turn, require informa- 
tion which is not readily available to the philanthropy, but must be 
expertly prepared from the records of the organization. This, of 


1 For a survey of applicable State laws, see exhibit I, p. 167. 
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course, is expensive, time-consuming, and yet not always successful: 

The American Foundation for the Blind advises us that its negotia- 
tions for compliance with one city ordinance have gone on over a period 
of years, and in the case of another, recognition was refused the 
foundation altogether because the ordinance forbids a continuous 
solicitation. They advise that, at present, they comply with the 
reporting requirements of 1 Federal, 5 State, and 4 municipal ordi- 
nances, with more pending. In addition, they report to several pri- 
vate reviewing bodies (better business bureaus, etc.) whose recom- 
mendations are important to their fund raising. They conclude that 
this tends to raise their noncharitable expenses consider: ably. 

Possibly within the confines of existing law, reporting requirements 

can be so standardized that eventually one report will satisfy all in- 
formation seekers. This alone could add millions of dollars to the 
funds available for philanthropic work, and be of unquestioned value 
to the Federal agencies whose activities are concerned with philan- 
thropies. It would undoubtedly simplify the problem for State and 
local governments and private organizations charged with similar 
responsibilities. 

We also hope to receive a report from the American Institute of 
Certified Public Accountants on a study now in progress to establish 
philanthropic accounting standards and principles. 

Oddly enough, stand: ards in this field have not received that uni- 
versal acceptance which has been accorded standards developed for 
hospitals and schools. The lack of legal standards for charitable 
organizations also constitutes a void, as is pointed out by the As- 
sistant Chief Counsel of the Internal Revenue Service in an article 
in the current Journal of the American Bar Association, which dis- 
cusses the question, “What is a charitable organization ?” 

More than 60 years have passed since the enactment of the first exemption 
of charitable organizations from Federal income taxation, yet we have not 
developed a new and distinct body of rules peculiar to the administration of 
the exemption. What is more significant, from a practical standpoint, we do 
not have sufficient new source materials from which to make the (essential) 
generalizations * * *. The court decisions respecting the exemption are too 
few and too inconclusive to serve such a purpose * * *. The published ad- 
ministrative regulations and rulings do not accomplish such an objective. And 
to complete the record, the statute law contains no indication that charity is 
to be given a distinct meaning for the purposes of the exemption. 

The development of accounting standards and business principles 
so as to render disclosure meaningful and philanthropies comparable 
will then free even more dollars for welfare expenditures because 
competition will improve efficiency in philanthropy as it does in the 
business world. An analysis of the figures currently recorded in the 
New York State Charities Registration Bureau shows that it is by 
no means uncommon for a charitable organization to devote more 
than 50 percent to other than the stated purpose. By statute, New 
York may enjoin charitable solicitations when fund-raising costs are 
deemed excessive. 

In order to provide some insight into the complexities of the prob- 
lem, we will undertake the close scrutiny of one particular fund- 
raising agency, the Federal Association for Epilepsy. We are study- 
ing that agency because we think that it is typical of a significant 
segment of charitable solicitations. 
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The typical features are these : 

1. It raises funds nationally through the mails, using commercially 
obtained lists of donors’ addresses. 

2. Its appeal contains a token of unordered merchandise. 

Its appeal is handled by professional fund raisers, but not on a 
fixed. fee basis. 

4. It is tax exempt and contributions to it are tax deductible; 
enjoys a favored charitable mail rate. 

Previous investigations have shown that, in this set of circum- 
stances, fund-raising cost is apt to be high, and both the public 
and the Government are dis: appointed in their expectation of benefits 
for the common good. 

Our first witness this morning, our leadoff witness, is a former 
State Senator, Bernard Tompkins, of New York. Mr. Tompkins 
practices law as a partner in the firm of Tompkins & Lauren, in New 
York City, and is currently serving as special assistant attorney gen- 
eral of the State of New York, in the investigation of official cor- 
ruption in Ulster County. He is a former member of the senate of 
the State of New York. 

Senator Tompkins has had a long and distinguished career in the 
investigative field in both State and Federal Government. 

In 1953, after proposing to the New York State Senate that a joint 
legislative committee be established to investigate abuses and rackets 
in fund ra aising for alleged charitable purposes, he was named chair- 
man of the committee. After public hearings, the committee’s pro- 
gram of legislation to eliminate such abuses, which became law, was 
hailed by the Governor in his 1954 message to the legislature as “an 
outstanding public service.’ 

Senator, “if you would like to give additional biographical or per- 
sonal experience data to the subcommittee for the record, just before 
your statement, will you do so at this time? May I at the outset 
welcome you not only to the open hearings this morning, Senator, 
but we appreciate the splendid assistance you have given the chairman 
and the staff in this very intricate and involved and difficult, but 
important problem. We welcome you and appreciate your being here 
this morning. 


STATEMENT OF BERNARD TOMPKINS, FORMER NEW YORK STATE 
SENATOR AND CHAIRMAN OF THE JOINT LEGISLATIVE COM- 
MITTEE ON CHARITABLE AND PHILANTHROPIC ORGANIZATIONS 


Mr. Tompkins. Thank you very much. 

First, Mr. Chairman, I must express my regret at not having any 
extra copies of my remarks this morning. The duties that you have 
referred to in Ulster County made it impossible for me to take the 
time to prepare this. However, I do have some prepared remarks that 
I would like to address to the committee. 

Mr. Buarnrk. You have no further personal biographical 
summary ? 

Mr. Tompkins. No, I think it is well covered. 

Charity is many things to many people. The right of individuals 
to free association—and the necessary financing of these activities— 
is guaranteed by our Constitution, and the well-established fact. is 
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that a goodly percentage of our adult population not only practice this 
right, but also approve of the rule of voluntary philanthropy. With- 
out this popular support, it would be inevitable that Government 
would have to assume far greater responsibilities—with increased 
taxes—for many phases of social welfare. 

Nowhere in the world is this practice so well organized and so well 
financed. The increase in donations by the general public in the 
past 40 years to charitable endeavors has been amazing. There is 
also no question but that the base of giving has been w idely broadened, 
so that almost everyone in the land, in one way or another, contributes 
to charity. 

The Hanover National Bank a few years ago entitled one of their 
bulletins “Philanthropy is Big Business.” Their report showed that 

“philanthropy”—including foundations—had over $64 billion in 
assets, and that it could be considered the fourth largest industry in 
the United States. At the last public hearing held by the New York 
State Joint Legislative Committee on Charitable and Philanthropic 
Organizations, of which I was chairman, in 1956, the director of 
philanthropic studies division of the Russell Sage Foundation sub- 
mitted figures showing that the tota] charitable giving in the United 
States reached the very substantial sum of $5,401,000,000 for 1954. 
After giving the breakdown of the causes to which contributions were 
made, he testified there was reason to believe that 3 cents of every 
contributed dollar was syphoned off and away from legitimate chari- 

table purposes. Even this small percentage becomes a startlingly 
ae ee figure when it is realized that 3 percent of the total amounts to 
$150 million per year. 

Unfortunately, in a large area where there is so little public control, 
and where, prior to New York’s pioneering legislation, agencies were 
accountable to no official body, our committee found a fringe group 
which, for their own selfish purposes, tried to capitalize on the charita- 
ble impulses of the public. The damage done by these unscrupulous 
people is unquestionably twofold: not only i is the public cheated, but 
their activities divert substantial funds away from the decent, worth- 
while and sincere organizations performing a necessary welfare 
function. 

May I inject a personal note as to how I became interested in the 
problem. Like most busy people I made my own personal donations 
to charities without investigation of their cl: aims—knowing them only 
by name. One day a promoter of a “fight cancer’ ’ organization called 
at my law office. He had been convicted of fraud and wanted me to 
represent him on his appeal. I was sufficiently impressed with the 
legal aspects of the case to agree, but I was : astounded to find that while 
his char ity took in $123,000 the previous year, $116,000 of it went for 
administrative and fund-raising expenses, leaving only $7,000 for the 
fight on cancer. 

In all innocence I asked him whether this gross disproportion did 
not affect his license to carry on. “License,” he repeated, “I don’t need 
any license.” 

“Do you mean there is no control by the city, State, or Federal Gov- 
ernment?” Tasked. “That's right,” was his reply. And he was right. 
At that time there was no control—city, State, or Federal 
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It developed that even in such an extreme case, he had violated no 
specific law, and at his second trial—in which I did not represent 
him—he was acquitted. 

I made further inquiry and found that his was by no means an 
isolated example. 

When I was elected to the New York State Senate in 1952, my first 
legislative action was to propose a resolution to create a joint legisla- 
tive committee to look into the whole question of fund raising and 
charity administration. When the resolution passed, I was accorded 
the privilege, for a freshman senator, of being made chairman of the 
committee. 

When our joint legislative committee hearings were announced, we 
were fearful, as were some representatives of reputable charities, that 
newspaper reports would overemphasize the bizarre, the fraudulent, 
and the unsavory practices. Good administration is not news. How- 
ever, it was decided that, although the public might at first have a 
negative reaction as a result of the disclosures, which might tempo- 

rar rily reduce contributions for some charitable purposes, the disclosure 
would be worth while in the long run. 

The validity of this decision was indicated by a subsequent item in 
the New York Times. After quoting statistics of increased contribu- 
tions to certain well-established charitable organizations after the 
hearings, it said: 

This analysis should indicate that those agencies which have a good cause 
and a good reputation need have no fear of lasting results from the discovery of 
racketeering in philanthropy brought out before this committee. 

The shocking story of how a number of organizations, and a few 
fund raisers, have abused public trust and confidence by outright 
fraud and by excessive fund-raising costs, became a matter of public 
record before our committee: a few examples will suffice. 

First, it was the fund raising for the National Cancer Hospital of 
Detroit which was undertaken by a promoter in New York, who started 
with a bundle of 2,000 crisp, new $1 bills. He sent them out to all 
parts of the country, along with letters asking recipients to return 
them with additional dollars to save the lives of such cancer victims 
as “5-year old Johnnie Jones, a kid around the corner, whose freckles 
light up the neighborhood with their gaiety.” The letter told how 
“patients are accepted with or without funds,” and how they were 
treated. The 2,000 bills snowballed up to a hoard of $630,000. Sub- 
sequently, a New York Supreme Court justice found that this outfit 
“does not and never has ope ‘ated a hospital, and does not and never 
has treated a single patient.” 

The second instance, the National Kids Day Foundation, Inc., with 
headquarters in Los Angeles, through a Chicago fund raiser, collected 
$3,978,000 in donations in the period from June 1948 to June 1953, 
on the representation : “Here is a grand way to help kids who are poor, 
ill housed and neglected.” The testimony before the committee dis- 
closed that $3,952, 000—or 82 percent of every dollar contributed— 
went for fund-raising costs, and not one penny for direct aid to any 
child. The princip: l purpose of the foundation was to promote 4 
National Kids Day in September of each year. 

Another instance e, the Disabled American Veterans Service Founda- 
tion, the fund-raising arm of the Disabled American Veterans, received 
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$1,056,000 between July 1, 1952, and June 30, 1953, from the mailing 
of unordered merchandise and from puzzle contests. Their fund- 
raising and administrative costs totaled $961,000, leaving $95,000—or 
9 percent—for welfare purposes. Stated another w ay, it spent 91 
cents out of every dollar collected to raise and administer the remain- 
ing 9 cents. Both the president of the foundation and the national 
adjutant of the DAV had to admit that they could not justify such high 
fund-raising costs. 

Another instance, the National Association of Veterans Employ- 
ment Council, otherwise known as NAVEC, was organized in July 
1953 in Washington, D. C., purportedly to obtain employment for 
veterans, and simultaneously entered into a contract with the Dudley 
Sales Co. of Chicago, whereby the sales company would send out 
2,500,000 letters ace -ompanied by ballpoint pens imprinted with the 
name of the individual addressee. According to the contract, after 
certain preliminary expenses, the sales company would take “from 
the top” as its share the first approximately $900,000 received from 
the public. before there would be $1 available for any veterans benefit. 
Shortly after this arrangement was brought to public attention by our 
committee, NAVEC disc “ontinued business in New York. 

Next, the National Foundation for Asthmatic C hildren, of Tucson, 
Ariz., in 1955, received contributions in excess of $547,000 on an appeal 
to help children afflicted with asthma. The records of that organiza- 
tion show that the total number of children “helped” was 41, an aver- 
age of over $13,000 per child. 

Next, the Civil Rights Congress, a chef fund-raising front of the 
Communist Party, which over the years raised tremendous sums in 
public appeals ostensibly for civil rights causes, was shown to have 
diverted by far the larger percentage of these funds solely to Commu- 
nist propaganda and for Communist advantage. A specific instance 

was the fund-raising campaign undertaken in the well-publicized case 
of the Trenton Six in New Jersey. The attorney general of that State, 
in an official proceeding, represented to the court that his investigation 
showed that over $300,000 in contributions had been received by the 

Civil Rights Congress as a defense fund. However, the attorney 
ea by the Civil Rights Congress testified at our committee’s 
hearing that the total legal expenses paid for by that organization 
were less than $6,000. Both Paul Robeson, listed as chairman of the 
Committee To Free the Trenton Six, and George Marshall, national 
chairman of the Civil Rights Congress, swore that no report had ever 
been made to them, and they could not give any estimate of the total 
amount of money raised, nor how it was expended. To those many 
sincere non-Communists who were misled into contributing to the 
Trenton Six defense fund, it must be particularly aggrav: ating to 
learn that the major part of the funds so collected were rexpended for 
the defense of the top Communist leaders indicated under the Smith 
Act for conspiracy to overthrow the Government of the United States. 

After our hearings, the committee proceeded on the assumption that 
legislation alone -amot solve the problem of charity fraud or of the 
organizations so inefficiently or badly administered as to largely waste 
the contributor’s dollar. I still believe that the public is best pro- 
tected, not by licensing, but by full access to the facts as to the way 
in which the charitable dollar is collected and disbursed, so that an 
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intelligent and discriminating judgment can be made as to which 
charity best deserves support. 

Acting on this assumption and this belief, the committee recom- 
mended that the legislature enact the laws now embodied in article 
10-A of the New York social welfare law, requiring charitable and 
philanthropic organizations to register with the department of social 
welfare; to make public their financial data as to funds collected, costs 
of fund raising, other expenses, and net amounts remaining for the 
stated charitable purposes; requiring the registration and bonding 
of professional fund raisers and solicitors, and giving the attorney 
general of the State of New York powers to enforce these registration 
and other requirements by injunction and criminal action. 

These laws were first explorations into uncharted areas and so were 
carefully circumscribed as to scope. It was the belief of the commit- 
tee that these laws would help to correct some of the most obvious 
abuses, and would make possible the amassing of information upon 
which further legislation could be intelligently based. 

The committee’s investigations and public “hearings, and the laws 
enacted as a result thereof, have produced certain very concrete re- 
sults. Some of these results cannot be specifically evaluated, i. e., 
(1) a heightened public consciousness of the need to evaluate the 
soliciting organizations before making a donation; (2) more efficient 
administration and reduced fund- raising costs by ‘charitable or gani- 
zations, arising from their awareness of the need to account for their 
operations to the public; and (3) a decrease in charity funds, arising 
from the fact that unethical organizations and fund raisers know 
that they are at all times faced with the threat of action, civil and 
criminal, by the attorney general of the State of New Y ork. 

Howev er, there are limitations to the effectiveness of existing legis- 
lation. When the committee recommended its proposals, it did so not 
with the expectation or even the hope that this legislation would be a 
panacea correcting all the abuses disclosed to the publi ic. The legisla- 
tion was a first tentative step which would correct some abuses and 
point the way for future action. It is therefore necessary, having 
pointed out that though there were solid accomplishments, there are 
still existing problems * which are not adequately met by the New York 
State laws, and which merit serious discussion. 

I would like to suggest these areas for future study : 

First, should there be some responsibility attached to a member of 
a committee of sponsors or directors of charitable organizations when 
abuses are shown? This deserves some elaboration. The investiga- 
tion of the committee has shown that when the average person receives 
a letter or brochure soliciting a contribution from him, the first thing 
he will do is to look down the left-hand side for the names of the 
sponsoring committee or the directors, and if he finds the names of 
people he recognizes and respects, especially elected officials and 
public officeholders, he is more likely to contribute. 

Prior to 1954 it was a customary and widespread practice among 
unscrupulous charity promoters to use the names of prominent people 
as sponsors with or without their consent. One of the bills spon- 
sored by this committee, which became law, made it a misdemeanor to 
use a person’s name in such a case without written permission. With 
that simple law it was thought that the evil of unworthy charities 
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presenting a facade or appearance of respectability was substantially 
eliminated. 

However, it appears that the statute has not been as effective as 
could be desired. In the committee hearings held earlier it was found 
that unworthy organizations had no difficulty securing such consents, 
and it is still a pr evalent practice for prominent, well- respected peo- 
ple to lend their names willingly to organizations of which they know 
almost nothing. 

Many examples are available. A small group of fund raisers who 
have been operating on the fringe of the law for many years, some 
with criminal records, and whose invariable “cut of the take from the 
top” is 60 percent plus expenses, have been consistently successful in 
getting the Who’s Who in public life to endorse and act as committee 
and sponsors of their enterprises. Obviously none of the list of 
judges, legislators, commissioners, and other prominent persons who 
publicly endorsed and lent their names to these ventures were aware 
of the background of the promoters, the representations that were 
made, and how much—or, rather, how little—of the public’s money 
was actually used for any w elfare purpose. Yet the bulk of the funds 

ras raised on the strength of the respected names of these people as 
enna s and directors. 

The minimum standard for testing national appeals, according to 
experts, includes the requirement that the organizations have “an 
active and responsible g governing body, serving without compensation, 
holding regular meetings, with ‘effective adminstrative control.” 

Next, unquestionably ‘the most delicate aspect of the problem lies in 
the field of religious philanthropy, which is not covered by the law. 

There are compelling reasons for this major exception. Everybody 
concedes that it would be extremely desirable to eliminate bogus 

uppeals made in the name of religion, probably the most offensive s of 
all forms of fraud. But there is a grave question as to how far the 
Government may, or should, venture into activity that might threaten 
the traditional separation between church and state. Some religious 
groups feel very strongly on the issue. 

On the other hand, we know that fakers have used religion as a 
cloak to conceal their fraudulent operations. 

We heard testimony that one self-ordained bishop rented out nuns’ 

garb at $2.50 per day, along with a fancy certificate attesting the 
wearer's religious connection. The man lived on the rentals, and 
anything the “nuns” collected over his daily fee they were free to 
keep for themselves. 

In this case the district attorney of Kings County, N. Y., brought 
a prosecution and the people involved were tried and convicted of 
falsely soliciting money. 

There is no easy solution on this front. Any small group or in- 
dividual, like the self-ordained bishop, can launch a “religion,” genu- 
ine or not, and start collecting contributions. Yet under the 
Constitution it is almost impossible to brand any cult or sect as bogus, 
no matter how strange or absurd it may seem to the rest of us. And 
certainly we don’t want to put the Attor ney General or the Govern- 


ment in the position of having to decide whether or not a particular 
religion is legitimate. 
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Now, thirdly, and I think best addressed to this committee: What 
is the role of the Federal Government? ‘Two specific responsibilities 
immediately suggest themselves : 

First, the post office, by distributing and disseminating the appeals, 
becomes the definite, if unwitting, agent of the charity racketeer. 
Should not the postmaster, under his civil-fraud powers, have au- 
thority (after an adequate hearing) to put a stop order or to enjoin 
the mail privilege of those organizations guilty of fraudulent solicita- 
tion practices ? 

Second, the Internal Revenue, by granting charity exemptions, have 
allowed many unworthy organizations to proclaim that contributions 
to them are tax deductible. Should not the Internal Revenue require 
periodic financial reports, so that it may reexamine the true status 
of such organizations ? 

Now, you will notice in that last portion I have asked questions, and 
I have not given answers. 

Now, in conclusion, as previously stated, the damage done by char- 
ity racketeers, “with charity on their lips and lareency in their 
hearts,” is twofold: not only do they cheat the public, but they divert 
substantial funds away from the decent, worthwhile, and sincere 
organizations, performing a necessary welfare function. 

It would seem that the remedy is not only in restrictive legislation, 
but at least equally in spotlighting the abuses for continual education, 
and in this respect may I say that from what I understand, this com- 
mittee will do a very substantial public service in that regard. 

Mr. Buatrnrk. Thank you very much, Senator Tompkins. May I 
say, which I am sure has been expressed in the opening statement, 
this committee is limited to a specific area. Although there is a 
limitation we still feel the area is a broad one; that is, as to efficiency 
and the economy of the operations of these agencies in this case, 
namely and particularly the Internal Revenue Service and the Post 
Office Department, and you make reference to both, and perhaps to 
the Department of Justice. We are anxious to get first a pattern 
of the whole operation. It seems to be rather a consistent and uniform 
pattern in which unscrupulous promoters enlist the support of well- 
meaning and good people in behalf of programs that certainly sound 
good and are laudable in this charity drive, but the end result is to 
drain substantial amounts of money for the personal benefit of the 
promoters. In short, it is a plain and simple business operation for 
these promoters, and in some cases they go as far as resorting to down- 
right and outright fraud for their own personal advantage. 

Thank you for a very pointed statement, Senator, based on a broad 
field of intensive and extensive experience. We congratulate you on 
the work you have done and on the assistance you have given the com- 
mittee in presenting this background material. 

There may be some questions at this time. May I ask and inquire 
of the committee their wishes? May we proceed with counsel first ? 
They have a list of questions to build up a case, or if the members may 
wish to be heard first. 

Mr. Piarincer. Mr. Chairman, there are only a few questions which 
I have. 

Mr. Buiarntx. The statement is complete enough. We only have 
a few questions. 
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Mrs. Grirrirus. Could I ask him some questions about the Detroit 
hospital ? 

Mr. Buarnik. Please. 

Mrs. Grirrvirus. The Detroit operation, the Detroit Hospital for 
Cancer, was it an operation out of Detroit or Michigan or from some 
other State ? 

Mr. Tomrextns. The fund raiser was the de Haan organization in 
New York, and all of the appeals were sent from New York. 

Mrs. Grirrirus. Were they prosecuted by other States than New 
York? 

Mr. Tompextns. There was no criminal prosecution that was com- 
pleted. The Attorney General of the State of New York brought an 
Injunction proceeding against the organization and enjoined them 
from further fund raising. The matter was presented to a Federal 
grand jury in New York ‘for mail fraud and no indictment resulted. 

Mrs. Grirrirus. Did they have exemptions under the tax laws, 
too,asa charitable organization ? 

Mr. Tompkins. I didn’t check into that, but I am quite sure they did. 

Mrs. Grirrirus. And had the mail appeal gone out all over the 
United States ? 

Mr. Tompkins. The appeal went out all over the United States. 
That particular appeal was extremely interesting. It is the only one 
that I know of that operated in that way. This organization in New 
York, the de Haan organization, started, as I said, with 2,000 brand- 
new crisp $1 bills and sent them out with an appeal to match each 

dollar with a contribution, and as the money came in they would 
continue to send appeals with dollars enclosed and it just pyramided 
up to $6: 30.000. 

Mrs. Grirrirus. Thank you very much. 

Mr. Biarnik. Mr. Plapinger. 

Mr. PLarincer. Senator Tompkins, you ask in your concluding re- 
marks— 

Should not the postmaster, under his civil fraud powers, have authority after 
adequate hearings to put a stop order to enjoin the mail privileges of these 
organizations guilty of fraudulent solicitation practices? 

As a matter or fact, of course, the Postmaster General now has this 
authority. 

Mr. Tompkins. Well, he has general authority. I would say this: 
[I was formerly Assistant United States Attorney in New York, and 
I was also a Special Assistant United States Attorney Geenral and we 
prosecuted many mail fraud cases which usually commenced with a 
civil fraud order. 

As you very well know, the Postmaster has the right to enjoin the 
use of the mail, put a stop order on the mail after heari ing where fraud 
had been shown. Now, it may be that the Postmaster feels that the 
present law does not give him the authority to proceed in matters 
of this kind, and it may be that the law needs to be amended, but my 
own thought is that that would be the most effective way to stop these 
national charity frauds. 

The difficulty that we have is in these interstate solicitations, where 
the solicitation comes from one State into another. After our laws 
were passed in New York the Council of State Governments sent them 
out as model legislation, and I am told that similar legislation has now 
been passed in 21 States. However, each State has the same dif- 
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ficulty. For instance, let’s take the State of Michigan. If the appeal 
and the letters come from New York, it is difficult for the State of 
Michigan, if its attorney general feels there is a fraud, to stop it. 
In New York we do have the law, as counsel very well knows, that 
out-of-State companies, if they are doing business in the State, are 
required to register with the State Attorney General and under our law 
they are assumed to have so registered. But even assuming that we can 
by injunction stop them, and an injunction is granted by the court, 
the only way that it could be effective is after the appeal has been 
finished and after the horse has left the stable, so to speak, and so it 
would seem to me that the effective way to hold it would be by Post 
Office regulation by this civil fraud order. 

Mr. Piarrncer. You indicated that the post office in cases that you 
handled when you were with the United States Attorney's Office in 
New York did proceed through mail fraud orders. 

Mr. Tomrxins. Not in charity fraud, but in mail frauds of solici- 
tation. 

Mr. Piartncer. False and misleading advertising ? 

Mr. Tompkins. False advertising and sales of securities and so forth. 

Mr. Piapincer. Are you saying as far as you know the post office 
has not proceeded against charitable organizations involving mail 
frauds? 

Mr. Tomrpxtns. I know of no case. 

Mr. Puaprncer. I see. 

Mr. Tomrxrns. I don’t say they haven't, but I say I know of no 
case. 

Mr. Piapincer. In your second suggestion you say that 
The Internal Revenue Service, by granting charitable exemptions, have allowed 
many unworthy organizations to proclaim that contributions to them are tax 
deductible— 
and you ask— 


Should not the Internal Revenue require periodic financial reports, so that it 
may reexamine the true status of such organizations? 

Do you have any opinion as to whether this would require a statutory 
change / 

Mr. Tompkins. I think it would. I don’t think there are any 
grounds now for requiring any registration or evaluation. Perhaps 
I shouldn’t have answered that so quickly. I think perhaps you 
gentlemen are more familiar with that than I am. 

Mr. Piapincer. We are interested in having your opinion, especially 
in view of the fact that many of these organizations need not file 
annual returns under the Internal Revenue Code. 

Mr. Tompkins. That is my understanding, but I hesitated to say 
so because I hadn’t looked into that question specifically, but I know 
this much, that probably the most potent representation that is made 
is when on the literature it says, “Your contributions to this organiza- 
ion is tax deductible.” No question about that. 

Mr. Piarincer. And at the same time I would think that the grant 
of the privilege doesn’t continue the privilege in perpetuity; it must 
be substantiated, and if the Service finds that there is fraud being 
perpetrated that it could revoke the privilege. 

Mr. Tompxins. It is my understanding that they have the power, 
but I have never know of it being exercised. 
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Mr. WestLanp. Will the gentleman yield there for a minute ? 

First of all, I want to compliment you on this statement, Senator. 
It has certainly opened my eyes to a good many things dealing with 
tax-exempt status or charitable status. I believe an or ganization, first 
of all, has to file certain papers and so forth, with the Internal Reve- 
nue Service in order to get that tax-exempt status; is that correct ? 

Mr. Tompkins. That is correct. 

Mr. WestLanp. I believe they do have to file—perhaps it is not a 
report, but some kind of a statement to continue that status. I believe 
there is an annual statement of some kind which must be filed in order 
to continue that status; isn’t that right ? 

Mr. Puarincer. Certain of the tax-exempt organizations are re- 
quired to do that, but the so-called charitable organizations are not 
required, it is my understanding. 

Mr. WestLanp. You probably will find that out later on, but those 


organizations, for example, I believe do have to file subsequent state- 
ments. 


Mr. Biatnix. Mr. Weinmann? 

Mr. WernmaNN. The code specifically exempts certain tax-exempt 
organizations from the reporting requirements, and those organiza- 
tions are religious, educational, provided they maintain a regular 
faculty and student body; and those charitable organizations which 
derive their support primarily from the United States Government 
or the general public and the organizations with which we are here 
concerned, for the most part, do derive their support from the gen- 
eral public and — not required to file form 990-A annually. 

Mr. Westtanp. I don’t know anything about form 990-A. 

Mr. Puarrncer. That is the report that is required under the code, 
Mr. Westland. 

Mr. WestLaAnpD. We will hear more about that. Of course, the 
thought strikes me, if a group files and gets charitable status and then 
goes out and solicits these funds as a bunch of crooks, as you demon- 
strated, as you said the horse has gotten out of the barn. 

Mrs. Grirrirnu. Mr. Chairman, may Lask him a question ? 

Mr. Biatnik. Mrs. Griffiths. 

Mrs. Grirrirus. Could you trace any of these funds in any of the 
cases that you investigated ? 

Mr. Tompkins. Oh, yes; that is a part of what we did. 

Mrs. GrirriTHs. So did you know what they had done with them? 

Mr. Tompkins. Yes, ma’am. 

Mrs. GrirriTtus. How feasible would it be to compel them to hold 
them in trust? I mean in the accounting. If the funds could be 
traced, force them to disclose them. 

Mr. Tompkins. Under our New York law we attempt to do that as 
a regular matter now. They have to file. Any organization solicit- 
ing within the State of New York must first register. In other 
words, it is no license. The State of New York cannot refuse to ac cept 
a registration, but, of course, the statements made in the registration 
are made under penalty of perjury, but we also require that they 
must file an annual statement every year showing how much money 
was collected and what and how that money was expended, and if 
there is a professional fund raiser with it the fund raiser must also 
file an annual report of all of his activities. So in that way we are 
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able—at least we have a public record of how the money was col- 
lected and how it was expended. 

Mr. Meaper. Mr. Chairman. 

Mr. Buarnikx. Mr. Meader. 

Mr. Mraper. Senator Tompkins, did your committee file a report 
with the New York State Senate? 

Mr. Tompkins. We filed three reports. 

Mr. Meaper. Do you have copies of those reports / 

ae Tompkins. I have three reports that are very well marked up, 

, Congressman, I would be glad to send you copies of it. 

nite Mraper. I would like to suggest, Mr. Chairman, that we have 
copies of this report for our files, and if we want to incorporate it 
in our records. 

Mr. Puaptncer. We have that, Mr. Meader. 

Mr. Meaper. Did you also record the testimony given before your 
committee and print it? 

Mr. Tomrxins. We recorded it. It is in typewritten form. It is not 
printed, but it is available. That is, it is available to the committee, 
if the committee wants any part of ee 

Mr. Meaper. I wasn’t quite clear, Senator Tompkins, whether 
your study of this subject led you to the conc ‘lusion that the Federal 
agencies having a responsibility in this field, such as the Post Office, 
the Internal Revenue Service, and the Justice Department, had in 
your opinion been delinquent or negligent in discharging their respon 
sibilities to prevent this kind of deception. 

Mr. Tompxtins. Well, perhaps I can say this; that until we went 
into it, it may be that the public and the authorities had not been 
alerted to the seriousness of the problem. 

Mr. Meaper. You stated that you knew of no case where the Post 
Office Department had sought to utilize its authority to deny the use 
of the mails toa charitable fraud. 

Mr. Tompkins. I want to be precise. I don’t know that it has never 
happened, but I have been interested in the subject these last few 
years, as you can understand, and I have never heard of any case 
where they have. 

Mr. Meaprer. You mentioned that the United States district at- 
torney, or was it the attorney general of New York, I believe you 
said the United States district attorney presented a case of fraud to 
the Federal grand jury in New York. Do you know why no indict- 
ment was handed down in that case? 

Mr. Tompkins. Well, of course, I had nothing to do with the par- 
ticulars of the case, but I was following it vety-carefully. It is this 
cancer hospital of Detroit, that Congresswoman Griffiths was asking 
about, and I do know that the Post Office had presented the matter to 
the United States attorney for a criminal indictment. I do know 
that the matter was presented to the grand jury, but the grand jury 
voted no indictment. Under the mail fraud statute there must be, of 
course, a misrepresentation of an existing fact, and we can only con- 
jecture as to why they did not return an indictment. 

Mr. Mraper. Well, the Post Office apparently initiated that action. 
So while they did not proceed under their rights to stop the use of 


the mails, they did at least refer the matter to the Justice Department 
for prosecution. 








nt 
Pl) 


yst 


ise 


rer 
PW 
ise 


at- 
ou 
to 
ict - 


ar- 
his 
ing 
r to 
LOW 
ury 
, of 


‘on- 


ion. 
» of 
rent 


FEDERAL AGENCIES AND PHILANTHROPIES 15 


Mr. Tompkins. That is correct. 

Mr. Meaper. Do you know of any other instances where that has 
been done or is that the only one you know of ? 

Mr. Tompkins. Yes, this first case, this organization that I men- 
tioned where I repr esented the man on appe al. There was an actual 
indictment, and then in the subsequent trial he was found not guilty. 
But, Congressman, my point is this: I think it is simpler and more 
equitable and more efficient—let me withdraw the “equitable,” but 
more efficient in the long run in a civil proceeding to stop the mail 
than in a criminal proc eeding later on and where a jury might be re- 
luctant to convict. Have I made myself clear? 

Mr. Meaper. Yes, but I am sure you are aware that this commit- 
tee’e concern is the efficiency, and effectiveness, and economy with 
which agencies in the executive branch of the Government discharge 
their responsibilities. So I was trying to get from you your famili- 
arity with the activity or inactivity of Federal agencies that have 
responsibilities in this field, and apparently the Post Office Depart- 
ment at least in two instances that you know of did refer cases to 
the Justice Department for prosecution. 

Mr. Tomextins. That is correct. 

Mr. Meraprer. The one where the defendant sought your services 
and this cancer hospital case? 

Mr. Tomrxtns. That is correct. 

I might say there is one other phase of it that I haven’t mentioned. 
It is a very current development. I mentioned the instance of the 
Disabled American Veterans. They are required now to file under 
the New York State law, and they have just within the last few 
weeks presented a brief and memorandum asking to be exempted 
from filing under the New York State law on the ‘grounds that they 
are a federally chartered organization; that as a veterans’ organ- 
ization they are chartered by the Federal Government, and therefore 
they are not subject to State regulation. A very extensive brief 
was filed. I mention that along the line of your question as per- 
haps being an added responsibility of the Federal Government, that 
when the Federal Government charters an organization that perhaps 
there should be some Federal control. 

Mr. Meaper. It kind of struck me that in these fund-raising activ- 
ities, Senator Tompkins, until they have received the money , collected 
the money, you can’t be sure what they are going to do with it. There 
is no way you can be certain that they are going to divert money 
improperly in some excessive administrative costs. Isn’t it pecul- 
iarly difficult to prevent that kind of action without being a mind- 
reader ? 

Mr. Tompxtns. I think you are absolutely correct; the only way 
that we have tried to do something in that respect is in the registra- 
tion statement that is required by the New York law, we ask them 
to state what they propose to do, and secondly, if there is a fund 
raiser, what is their contract with the fund raiser. Now, there are 
some fund raisers, especially those operating a boiler-room tec hnique, 
that. I haven’t discussed here. The fund raiser has a contract where 
he gets 60 percent off the top immediately of all funds that are col- 
lected, and it seems to me that if you say that the funds are going 
to a certain purpose and you know in advance that the fund raiser is 
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going to get 60 percent, plus expenses, off the top, it seems to me that 
is a false representation, per se. 

Mr. Meaper. Did you come up with any rule of thumb as to what 
percentage of the receipts could legitimately be charged off to the 
fund-raising activities themselves ? 

Mr. Tompxins. Yes. We have come to an unofiicial opinion rather 
than any official determination, but our committee felt that anything 
within the realm of 15 percent for expenses was reasonable. W hen 
it got above that it became more and more unreasonable progressively. 

Mr. Buatnrk. Mr. Meader, may we recess to answer the quorum 
call? There are no votes today. We now have debate on the mu- 
tual-security appropriation bill. We have a quorum call, and we 
may want to complete questioning of the Senator and we have one 
more witness, Dr. Kahn, from New York, who will give us the over- 
all tax and fiscal statistical data. If the committee members agree 
to come back right after the rolleall, I think we can finish by 12:15 
or 12:30. So if there is no obejction, we will recess and come back 
after the rollcall and complete the testimony. 

(Rolleall: 11:10 to 11:35 a.m.) 

Mr. Buatnix. The Legal and Monetary Affairs Subcommittee of 
the House Government Operations C ommittee will resume its hearings 
for this morning of July 1. 

Our next witness this morning is Dr. C. Harry Kahn, staff member 
of one of the leading economic study groups in America, the National 
Bureau of Economic Research. Dr. Kahn has contributed much to 
the understanding of the economic impact of taxes and his work in 
this field has attracted our attention. He is here to tell us about the 
loss in Federal income-tax revenue because of charitable deductions. 
This loss, it must be understood, does not include Federal losses from 
employment taxes and lower mail rates, and, of course, does not in- 
clude the loss to State and local governments in property and other 
taxes. 

Dr. Kahn, will you identify yourself to this subcommittee and 
proceed with your presentation, please ? 


STATEMENT OF C. HARRY KAHN, STAFF MEMBER, NATIONAL 
BUREAU OF ECONOMIC RESEARCH 


Dr. Kann. Mr. Chairman and gentlemen of the committee, as you. 
Mr. Chairman, have ‘pt pointed out, I am at present a member of the 
research staff of the National Bureau of Economic Research, a private, 
nonprofit organization set up in 1920. I might add that I am by 
training and background an economist. I have, in addition to my 
work at the National Bureau this past year, taught on a part-time 
basis at the City College of New York, and I shall be associate pro- 
fessor of economics at Rutgers University this fall. 

I want to thank you for inviting me to appear before this committee 
this morning. I have been asked to present some data and considera- 
tions pertinent to the treatment of philanthropic contributions under 
the Federal personal income tax, but before I go into that let me 
briefly explain to you my background in this area. My interest in 
the subject of philanthropic contributions arose in connection with 
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a study undertaken by the National Bureau of Economic Research 
under my direction. It is to be published under the title of “Personal 
Deductions in the Individual Income Tax.” 

This study is itself only part of a more extensive study of the 
personal income tax now in progress at the National Bureau under 
the direction of Prof. Lawrence Seltzer, of Wayne University. My 
concern with the subject of philanthropy is thus a rather indirect one, 
mainly derived from my interest in the personal income tax and the 

various personal expense allowances under it. 

As is usual with National Bureau reports, our study of the income 
tax is intended to present findings which will aid in the formation of 
policy, but is itself divorced from recommendations on policy. 

Now, in the formal statement I am submitting to you this morning 
I have attempted to show (1) the size of the philanthropic contri- 
butions deductions in the past and present, (2) their so-called revenue 
costs, and (3) the probable size of philanthropic contributions eligible 
for deduction as distinguished from the amounts actually deducted. 

If it pleases the committee, I shall briefly summarize some of the 
highlights of my statement. 

One, the size of the philanthropic contribution deduction: Since 
i941 the philanthropic contributions annually reported on tax returns 
have exceeded $1 billion in every year. But this amount would be 
larger were it not only for those taxpayers who chose the long form, 
that is, who itemized their contributions. Since 1944 the amount re- 
ported has risen in every year without interruption. In 1949 it ex- 
ceeded $2 billion for the first time, and in 1955 it was in the neighbor- 
hood of $41, billion. 

As you will note from table 1 (see p. 23) in my statement, the 
relationship between philanthropic contributions and income as re- 
ported on tax returns has been a very stable one. In the 20 years 
prior to 1941 contributions were in most years just short of 2 percent 
of income (that is, on all returns). Since the 10 percent standard de- 
duction was introduced, itemizers have, as a group, reported some- 
what over 4 percent of their income in every year since 1945. If this 
relationship has not changed in the last 3 years, then the figure for 
1957 may be estimated in the neighborhood of 514 to 6 billion dollars. 

But the stability in the ratio “of reported contributions to income 
may be more apparent than real. Between 1945 and 1955, the num- 
ber of tax returns with itemized deductions—in other words, the 
group reporting that stable relationship—rose from 17 to 29 percent 
of all tax returns filed; and the income reported on such returns rose 
from 29 to 44 percent of income reported. 

From the available information it is not clear whether this con- 
stitutes an upward trend or not, since we do not really know what 
happened to the contributions of those who took the standard dedue- 
tion. If we assume that the contributions-to-income ratio for stand- 
ard deductions also remained stable or rose since the mid-1940’s, then 
the trend in the reported contributions to income ratio must have been 
upward. 

In table 2 (see p. 24), where I make the circuit from adjusted 
gross income (that is, income as defined on tax returns) to the tax base, 
the itemized philanthropic contributions are shown in the context of 
other income tax magnitudes for the year 1954. They constituted al- 
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most one-fourth of itemized deductions of $16 billion. If one assigns 
some share of the standard deduction to contributions, one gets a 
figure in the neighborhood of $6 billion. Thus contributions account 
for about 3 percent of an income of $210 billion on taxable returns. 

Mr. Puarrncer. May I ask you a question on that table, Dr. Kahn, 
please ? 

Dr. Kaun. Sure. 

Mr. Prarincer. You indicate that the personal exemptions are $67 
billion, and then personal deductions are 27.5 ? 

Dr. Kaun. Yes, sir. 

Mr. Puiarrncer. Now, it is the addition of those two figures sub- 
tracted from adjusted gross income that results in your tax base; is 
that correct? I had some difficulty following. I started adding 27.5, 
and 15.9, and 3.8, and 3.7 

Dr. Kaun. ILamsorry. Maybe I should—— 

Mr. Puaprincer. Am I correct in that ? 

Dr. Kann. Maybe I should interpose some minuses there. It is ad- 
justed gross income minus personal exemptions and_ personal 
deductions. 

Mr. Puarrncer. Which gives you 27.5, and the other figures are 
those that go to make up the 27.5 

Dr. Kaun. The itemized and the standard deductions together 
make up 27.5. 

Mr. Puarrncer. So that 67 plus 27, subtracted from 209.7 gives you 
your tax base ; is that correct ? 

Dr. Kann. That is correct, right. 

Now (2) the matter of revenue cost. In table 3 (see p. 25) the tax 
equivalent of itemized contributions is shown. Before 1932 taxes re- 
duced the cost of contributions on taxable returns by about 10 percent 
on average, by 15 percent on average in pre-World War IT years, and 
by roughly 30 percent in the years since then. 

Mr. Piaprncer. M: vy Task a question there ? 

Dr. Kann. Sure. 

Mr. Piaptncer. Am I throwing you off by interrupting ? 

Dr. Kann. Notatall. Go right ahead. 

Mr. Puaprncer. The first figure in column 3 of table 3, it seems to 
me, is probably a typographical error. It should be 388 rather than 
338;is that correct? I gather that column 1 minus 2 equals column 38, 
and 54 from 441 is closer to 388 than it is to 338. 

Dr. Kann. You are probably right, Mr. Plapinger. I would have to 
check that, but it looks like you are right there. That could very 
easily have been an error. Thank you. 

Now, the Government’s share in the cost of contributions was about 
30 percent in 1953 and dropped to 27.5 percent in 1954, mainly because 
of the drop in tax rates in the latter year. In dollar amounts the Gov- 
ernment’s participation in itemized deductions came to about $1 billion 
in 1954 and to $1.2 billion in 1955. To round out the picture, one may 
wish to take into account the revenue cost of a prorated share of con- 
tributions in the standard deduction. If we impute a revenue cost to 
the standard deduction, about $435 million would be added to the $1.2 
billion estimate for 1955. Tf still other items are included, to complete 
the picture, the $1.2 billion would very roughly be raised to $2.2 bil- 
lion, which seeks to take account in addition to the personal income 
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tax, of the corporate income tax, of the estate and gift tax, and of in- 
come from investment of nonprofit institutions. 

Care should be taken not to interpret the estimates of the tax cost 
of philanthropy as equivalent to a tax “loss” to the Government, as is 
at times done. While the tax cost figures are very real and important 
in that they show the cost of encouraging a number of expenditures 
presumably in the public interest, they nevertheless are not necessarily 
equivalent to what, let us say, the Government could have as a surplus 
to apply to debt retirement or to reduce the deficit, as the case may be 
nor indicative of what the Government could lower existing tax rates 
by. The public may simply wish the Government to carry on some of 
the expenditures now privately performed if the latter should for 
some reason decline. This may be particularly true in the areas of 
education, health, and weifare. 

Possibly more important in interpreting the tax cost of the con- 
tributions is the question to what extent deductibility encourages 
larger contributions than would otherwise be made. If the effect “of 
the tax rebate on the flow of contributions were nil, then deducti- 
bility would not so much be an indirect subsidy to various philan- 
thropies as it would be a reward to taxpayers who give, so to speak, 
in recognition of their parting with some of their funds for the 
general welfare. The deduction would, in other words, become an 
equity measure. Indeed, there would also be no effect on Govern- 
ment expenditures—even in the absence of a deduction allowance. 
Undoubtedly the tax rebate for contributions has some effect on the 
amount of giving. Undoubtedly, also, taxpayers would not stop 
giving to philanthropy in the absence of a tax allowance. But on 
just how much influence the tax allowance has on the actual amount 
of contributions we can, unfortunately, shed very little light. 

To obtain any notion of how much influence the rate of tax rebate 
has had on philanthropic giving, we would need to look at the figures 
on the total of philanthropic giving. In my table 4 (see p. 28) we 
show three time series on total gifts by individuals. Two of these 
series are based on a variety of institutional reports, and one in the 
main on tax return figures. As chart 1 shows (see p. 29), the figures 
do not agree too well after 1940. The series based on tax return 
figures, while somewhat below the other two for most of the years 
prior to 1940, lies far above them thereafter. 

We have at this point no evidence to explain the discrepancy. A 
number of possible explanations come, of course, to mind. (1) There 
may be important definitional differences; that is, the taxpayer may 
have included a wider area under philanthropy than the estimates 
which were started from the other end of the sequence. The concept 
of philanthropy is, in any case, a vague and fuzzy one. 

Secondly, taxpayers may have grossly overstated their contribu- 
tions, particularly under the impact of high tax rates in the 1940°s 
and 1950’s. F. Emerson Andrews, the author of the tax return esti- 
mate, attempted to correct for overreporting, but his correction may 
cone ‘eivably have fallen short of the mark. 

(3) Valuation differences may have been important. Gifts of 
nti may be valued more highly by donors than by the rec ipients. 

(4) The roughness of several of the component estimates in the 
two series, based on institutional reports, leaves considerable room 
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for error. For instance, our estimates for contributions to founda- 
tions may be far too low. 

And, fifth, no allowance was made for gifts to outright “rackets.’ 

Thus all we can say at this point is that the correct figure for, say, 
1952 lies probably within the range of $3.4 and $4.5 billion. 

Mr. Puarrncer. As against reported contributions of what, ac- 
cording to your figures, 5.5 ? 

Dr. Kaun. Not for 1952. The actual reported figure, Mr. 
Plapinger, for 1954—— 

Mr. Prarrncer. Would be 3.1, but you carry on a projection on 
page 14 to 5.5, including the standard deductions; is that right? 

Dr. Kaun. Well, in order to place the 3.1 billion of reported con- 
tributions into the proper context I made the assumption that if 
those who took the standard deduction had continued to give at the 
rate of 1.5 percent, which is approximately the rate at which they 
made contributions in 1944, then the total in 1952 would have come 
to $5.5 billion, but that is not a reported figure. Actually, the re- 
ported figure is only that figure which was “reported by those who 
itemized their contributions, and that figure was 3.1 billion for 1952. 

Mr. PuarriNcer. But if your figure of 5.5 has validity that would 
indicate that with respect to the Commerce statistics there is a $2.15 
billion of overreporting, and with respect to Mr. Andrew’s figure there 
is about a billion doll: ars in overreporting. 

Dr. Kann. If that $5.5 billion figure has validity, but even if it 
has validity it does not necessarily prove overreporting, because the 
other two series, that by Jenkins and the extrapolated Commerce 
series, may, of course, also be too low. Let me say in all fairness to 
the Commerce Department that the Commerce figures as presented 
by Commerce only go up to 1942. Beyond 1942 I extrapolated the 
Commerce figures, with the help of a “rump” series supplied me by 
Commerce. 

Now, in chart 2, two series (see p. 31), that by Andrews, and that of 
the Commerce Department, which we extrapolated for the years after 
1942, are shown for the years 1929 to 1952. We find the former, that 
is, the Andrews series, rising and the latter dec lining for the per iod 
as a whole, as we might have expected from an inspection of the 
absolute amounts. It is of interest to note that neither series shows 
any significant decline relative to income after the early 1940’s, when 
the standard deduction was first introduced. Both series maintained 
a fairly stable level as a percent of income after 1942. There is there- 
fore no evidence that the institution of the standard deduction, at the 
beginning of World War II, may have had a repressive effect on the 
share of income devoted to philanthropy. But the data also do not 
disprove this proposition, for we do not know what might have been 
the percent of income contributed to philanthropy in the absence of a 
standard deduction. It is also possible that the rise in tax rates, which 
took place in the early 1940’s, so stimulated the giving of those who 
itemized as to offset any possible decline in the giving of those blank- 
eted by the standard deduction. We thus have on the whole little 
evidence on the effect of the deduction allowance on the level of 
contributions. 

Thank you, Mr. Chairman. 

Mr. Buarntk. Thank you, Mr. Kahn. 
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Do you have any questions, Counsel ? 

Mr. Puapincer. Mr. Kahn, this is pretty heady reading for a mere 
lawyer, but I just would ask your indulgence and see whether some 
of my impressions of the prepared statement are correct. 

Am I correct that, on page 7, you say that the actual reported figures 
are not available for more recent years than 1954, but a forward pro- 
jection, based on income statistics, suggests that the Federal Treasury 


contributed about $1.7 billion to philanthropic gifts of individuals 
who itemized. 


Dr. Kann. That is right. 

Mr. Puarrinecer. Is that correct ? 

Dr. Kaun. Yes. 

Mr. PLapIncEer. Now, on page 11, really—— 

Mr. Mraper. Let me see if I understand. By that you mean, Dr. 
Kahn, that if there had been no allowance of deduction the Govern- 
ment would have received $1.7 billion more in tax revenue? 


Dr. Kann. That is correct; but that takes account of the itemized 
contributions only. 


Mr. Meaper. Yes. 


Mr. Piapincer. As a matter of fact, you mentioned, it seems to me, 
another figure on the page. You referred to $2.2 billion if these areas 
were taken into consideration 

Dr. Kann, Yes. 

Mr. Puapincer. Corporate giving. 

Dr. Kann. Now, the $2.2 billion is, unfortunately, for 1955, since 
for years as recent as 1957 I could not get figures on ‘all the items that 
I included. So to put it into the proper context for 1955, the item- 
ized contributions you might say cost the Government $1. 2 billion, 
and in addition to that I estimated that roughly another billion 
dollars in tax revenue was contributed by the Federal Government 
due to other allowances. But for the itemized contributions alone the 
1957 figure is $1.7 billion. 

Mr. Weinmann. Itemized contributions by individuals ? 

Dr. Kaun. Yes. 

Mr. Piapincer. Now, the Andrews’ figures indicate a rather sharp 
rise. Could this sharp rise be attributed to the fact that it is based 
on the taxpayer’s own report of his charitable contributions ? 

Dr. Kaun. I think so. 

Mr. Puarincer. If we assume a 10 percent overstatement in chari- 
table contributions by individuals, what dollar effect would that have 
on the tax revenue ? 

Dr. Kaun. Well, I suppose that you would attribute about one- 
tenth of the revenue cost of the contributions to the overstatement, so 
that you would get something on the order of $170 million in terms 

of tax dollars. Isthat what you asked me about ? 

Mr. Puarincer. That is right. 

And so that if it were 20 or 30 or 40 or 50 percent would you merely 
multiply the $170 million by 2, 3, or 4? 

Dr. Kann. You said 10 pere ent overstatement ? 

Mr. Piaptncer. That is right. 

Dr. Kaun. So it would be : ‘approximately that. 


Mr. Piartncer. Two, three, four, or five times $170 million corre- 
sponding to the percentage. 
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Dr. Kaun. I did not work out the precise figures, sir. 

Mr. Buarnix. Mr. Meader ? 

Mr. Mraper. No questions. 

Mr. Buarnix. If there are no further questions, Mr. Kahn, we 
thank you very much. 

I think I recognize and I want the record to show the presence 
of Dr. F. Emerson Andrews, who is referred to, and you used his 
statistics in your chart. Dr. Andrews, director of the Foundation 
Research Laboratory, and former director of research of the Russell 
Sage Foundation. 

Doctor, may we welcome you here this morning, and thank you for 
the assistance we have received directly and indirectly here on this 
very complicated fiscal interpretation and evaluation of this operation. 

Dr. ANprews. Thank you, sir. 

Mr. Piarrncer. Mr. Chairman, may we make Dr. Kahn’s state- 
menta part ofthe record? He has merely summarized it. 

Mr. Buarnik. I thought I indicated the complete statement will be 
included in the record, with the extra explanations following. 

(The statement follows:) 


STATEMENT OF C. HARRY KAHN, STAFF MEMBER, NATIONAL BUREAU OF ECONOMIC 
RESEARCH, ON THE INCOME TAX DEDUCTION FOR PHILANTHROPIC CONTRIBUTIONS * 


The allowance for philanthropic contributions was incorporated into the 
income-tax law for the first time in 1917. For about a quarter of a century 
thereafter, gifts to chartiable, religious, scientific, cultural, and educational 
nonprofit organizations were deductible up to 15 percent of the taxpayer's in- 
come in computing his tax. In 1952 this limit was raised to 20 percent of in- 
come, and under the 1954 Revenue Act the limit was again increased from 20 to 
30 percent of annual income provided that at least 10 percent of income is do- 
nated to churches, educational institutions, and hospitals. 

Under this allowance, how much of philanthropic contributions has shown up 
on tax returns? 

What is the “revenue cost” to the Government? 

How great has been the total flow of philanthropic gifts eligible for deduction? 
To these simple and reasonable questions it is not in all instances possible to 
give unequivocal, precise answers. As we shall see the roughness of the 
data preclude this. 


1. Itemized deductions for contributions are currently in excess of $5 billion 
annually 

Since the early 1940’s, the deductions for philanthropy have exceeded $1 bil- 
lion in every year despite the existence of the standard deduction, which has 
been taken by the majority of taxpayers (table 1). For 1954, the latest year 
for which tax return data have been tabulated for this specific deduction, $3.9 
billion of deductible contributions were reported on tax returns. Of this 
amount, $3.7 billion, or about 94 percent, was reported on taxable returns and 
hence had some kind of effect on the total of tax collected and its distribution 
among taxpayers. On the basis of estimated adjusted gross income for 1957 it 
appears that itemized contributions will be in the neighborhood of $5.5 billion 
for that year. ‘ 

We may also note from the table the stability of reported contributions rela- 
tive to the income’ reported by taxpayers. In the two decades prior to 1940 
they remained close to 2 percent of reported income throughout the period. The 
introduction of the standard deduction after 1940 makes comparisons difficult. 


1 Much of the material presented below will appear in a chapter of a monograph on 
Personal Deductions in the Individual Income Tax to be published by the National Bureau 
of Economic Research. It is a part of a study of the personal-income tax conducted at the 
national bureau under the direction of Prof. Lawrence Seltzer of Wayne University. 

2 Unless otherwise noted, for the sake of brevity all references to “income” in this state- 
ment are actually to adjusted gross income, the income concept used on tax returns since 
1944 
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For those who itemized, reported contributions fluctuated between 3.8 and 4.2 
percent of their reported income between 1944 and 1955. But this seeming 
stability in the relation between contributions and income is more difficult to 
interpret when viewed in conjunction with the steady rise since 1944 in the pro- 
portion of taxpayers who chose to itemize rather than take the standard de- 
duction. Thus, between 1944 and 1955, the number of taxable returns with 
standard deduction declined from 82 percent to 66 percent of the total; the 
standard deduction itself declined from 63 to 39 percent of total personal de- 
ductions over this period. 


TABLE 1.—Philanthropic contributions and adjusted gross income on tax returns 


with itemized deductions, 1917-53 


[Dollars in millions] 


On taxable returns 


Contribu- 











On all returns 











Adjusted | Percent, Contribu- Adjusted Percent 
tions gross income | 1)+(2) tions gross income 4)+ 
as di tei ouishiiails $235 $11, 004 2.14 $11, 664 2.10 
1920 Se aed 348 21, 880 1. 59 25, 571 1. 51 
WOE. ose> czuases 343 16, 678 2. 06 23, 577 1. 80 
RE icin sihciieeaaaliaediasice 422 19, 396 2.18 27, 481 1.95 
1924 eslilnabacidbas 44] 21, 541 2.05 28, 468 1. 87 
1925_- : 371 19, 280 1. 92 24, 356 1. 81 
1926 395 19, 355 2. 04 484 24, 606 1. 97 
1927 423 2.10 508 25, 368 2.00 
1928 459 | 1.97 541 28, 473 1.90 
1929 441 1.94 540 28, 225 1.91 
1930 357 2.31 434 21, 116 2. 06 
1931 _- 242 2. 32 354 16, 067 2. 20 
1932 231 2. 56 317 13, 830 2. 29 
1933... = 185 2. 23 282 12, 964 2.18 
casein tecicdl oe 200 9, 331 | 2.14 280 14, 524 | 1. 93 
1935 a c 227 11, 140 2. 04 310 16, 683 1. 86 
1936. 312 15, 664 1. 99 390 21, 241 | 1. 84 
BG cexcbcntini 352 16, 897 2. 08 445 23, 478 1.90 
ae nites 310 14, 123 | 2. 20 414 21, 026 1.97 
1939. 387 17, 467 | 2. 22 499 518 | 1. 96 
1940 570 25, 875 | 2. 20 740 39, 921 1.85 
RETURNS WITH ITEMIZED DEDUCTIONS ONLY 
| ! 

1941 $876 | $38, 759 2. 26 | $1, 002 | 2. 20 
1942 1, 320 54, 135 | 2. 44 ] 2. 43 
1943 1,813 74, 323 2. 44 1 2. 45 
1944. 1, 235 32, 468 3. 80 1, 258 3. 85 
1945. 1, 424 | 34, 779 4.09 1,4! 4.15 
1946. 1, 559 38, 173 4.08 1 ¢ 4.14 
1947 1, 875 44, 499 4.21 l 45, 862 4. 30 
1948 1, 756 42, 912 4. 09 1 44, 890 4.19 
1949 1, 897 44, 795 4. 23 2. 46, 825 | 4. 34 
1950 2, 129 53, 109 4. 01 2 55, 116 4.10 
1951 (4) RB csccteiniccn F ‘ 65, 261 |_. : 

1952 2,991 71, 682 4.17 3, 116 73, 643 4.23 
1953 3, 382 80, 817 4.18 3, 556 82, 871 1. 29 
1954 3, 671 89, 381 4.11 3, 893 92, 334 4.22 
1955 54,277 104, 641 4.09 5 4, 468 108, 528 4.12 


1 From 1944 on figures exclude returns of fiduciaries; fiduciary return figures included for all prior yé 


21917: For net incomes above $2,000 only. 


3 1920 


For net incomes above $1,000 only. 


ars 


4 Not available. 
5 Estimated. 


Source: Statistics of Income. 
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What is the position of the contributions allowance relative to the other per- 
sonal deductions? For 1954 a total of $27.5 billion of personal deductions were 
taken on taxable returns. Their breakdown is shown in table 2, where we make 
the circuit from adjusted gross income of taxpayers to the tax base. About $16 
billion of personal deductions appeared in itemized form, of which nearly one- 
fourth was reported as gifts to philanthropy. A smaller amount, $11.6 billion, 
appeared in the form of the standard deduction, which was claimed by two-thirds 
of all taxpayers. An unspecified amount of contributions is, of course, covered 
by these standard deductions so that, in some sense, the actual amount deducted 
for philanthropic contributions is larger than the itemized amount. 


TasLe 2.—Derivation of tax base from income reported by taxpayers (taxable 
returns), 1954 


Ta ee ONE (Emenee WONOr Nt 526 Ao ok ee ee ee cwheka 209. 7 
A ay Ree: Coe eaten: See eS Se en ee yn ero 67.0 
es mn IN ger ie ena alee eee cents iardiennanning Zi. 
I ae RC Ss ieee 15. 9 
PT fa a ts a bw Bcc hgh caine eienteasdgeaea Ne 3.8 

Philanthropic contributions__________ bres ies Need se aces ab 3. 7 

PUNTNOUE RECs il Set OCR as 8 es eek 3.0 

PRU I a ett aided a Ne hese a mapa mo tle 2.5 

RUA NN a a a id recent 4 

UN A se re oe . 

NN accent cs AMM os cage gaan ecpeiiemsinal 2.5 

CO A eee CRC CO ee ne teeta sacks one 
ea a a a a ctl cece tapped eae pgeiiece hens paid boos 115. 2 


Source: Statistics of Income, 1954. 


2. The tax equivalent of itemized contributions amounted to $1.2 billion in 1955 


So far we have only spoken of the annual flow of philanthropic contributions as 
reported on tax returns. While of interest in other respects, these figures, of 
course, do not tell us anything of the tax reduction to the contributors, and the 
so-called revenue cost to the Government, resulting from the contribution allow- 
ance. Estimates which show the cost of itemized contributions to the Govern- 
ment, as well as to those who report them, are presented in table 3 for the period 
1924-55. Largely because of the rise in tax rates, the Government’s participation 
in deductible gifts has risen from about 10 percent, on average, before 1932 to 
about 15 percent in the years before World War II, and to a level close to 30 
percent in the years since our entrance into World War II. According to my 
estimate 38 percent of itemized contributions, or $539 million, came out of tax 
liability in 1945, a time when tax rates were at a peak. For 1954, the Govern- 
ment’s participation came to about 28 percent, or just over $1 billion. While 
actually reported figures are not yet available for more recent years, a forward 
projection based on income statistics suggests that the Federal Treasury con- 
tributed about $1.7 billion for 1957 to philanthropic gifts of individuals who 
itemized. 
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TABLE 3.—Contributions reported on taxable returns, the amount that would have 
been paid to the Government, and the net cost to the contributors, 1924-55 


[Dollars in millions] 








Contribu- | Net cost to 
\tions reported) Cost tothe | thecon- | (2)+(1) 
| ontaxable | Government tributors | (percent) 
returns | (eol. 1-col. 2) 
to Ge Peeo@ ol ne aiiew sae 
; said 
lah 5 Et Se eee $441 | $54 | $388 | 12.2 
REE EELS TREES ET 7? 371 | 41 330 | 11.0 
Wicd ieaite setae Sete a ecae ee 395 | 45 350 | 11.3 
Sa oe Ret eta cca eaeee é 423 | 50 373 | 11.8 
Wini.c kai abiatiactde dessa was Cte | 459 | 58 | 401 12.6 
OUR aes See cen lie este rte coaeal 441 | 52 388 | 11.9 
ME sheaths 5c 2S oe cls. ste SER 357 38 319 10.7 
Ss Be anes ke abet eee a ee 242 | 24 218 | 9.8 
Mba ddulbte chimes Ae See 231 | 35 196 | 15.0 
Tiss «casi dbcbereteh deste caer 185 | 27 158 | 14.5 
MONE 6 as loticcscdtss csGesatceshbadodtmada 200 33 167 16.3 
EISELE CREAR SAE TE 227 39 189 17.0 
TE, ccbidacliicicdornchadiicveesl telsecelaceeieae 312 | 64 248 | 20.4 
Moc ciath cic kite ca be, tts be eee ee 352 | 68 285 19.2 
a 5 SO Ses Se aaa eo ae aN 310 | 47 262 15.3 
TOS 5c Seba clot dicate Seng eae 387 | 52 335 13.4 
SOG one sels bias rea 570 | 85 | 485 | 15.0 
OS ES 876 | 175 | 701 | 19.9 
eee ee ee aig ake conch eeea eee Gd 1, 320 | 358 | 961 | 27.2 
—.. Re ede ee eet 1) 813 | 542 | 1, 271 29.9 
SOMBG 8 Soho fo 5 tend ea oe ee 1, 235 | 445 791 36.0 
WOM ie he Bancccbedhs aera 1, 424 | 539 885 37.8 
oO REE ATE RRA TE RCE RA 1, 559 | 531 1, 028 | 34.1 
WM 2s 3c Poa ee ee ee , 1, 875 | 613 1, 262 | 32.7 
1 puree Me a ohal ss. ee : 1, 756 | 487 | 76 | 27.7 
LETTE RE EN RE LE i 1, 897 | 504 | 1, 393 26.6 
ROOD iekcac se NG Ra eRe Bly Myo RE eae 2, 129 603 1, 526 28.3 
es ee ee (1) () (ie. Vo eS 
are Scplskoacceee ae ete ee 2, 968 919 2,050 31.0 
NO a ck ee =o eel meses 3, 383 1,014 | 2, 370 30.0 
IO na ee a eee ee 3, 671 1,011 2, 660 27.5 
WO oi te Se ee a 24,277 31,198 | 4 eee 
WOON cSt sack 258s bee 2 4,984 | 31,445 MEU ccikccicboad 
1957 


JiavededétdodeabsnnntnewenenneabneUaneceae 2 5, 566 


31,670 3 3, 896 


1 Not available. 
2 Estimated. ‘‘Statistics of Income for 1955” gives no breakdown, but shows the total for itemized de- 
ductions. We extrapolated 1954 relationships; 1956 and 1957 are estimates based on income alone. 


3 To compute cols. (2) and (3), an average marginal tax rate of 0.28 for all contributors was assumed for 
1955. For 1956 and 1957 0.29 and 0.30 were assumed, respectively. 


Source: Col. 1: Statistics of Income. Col. 2: Computed by applying to the contributions reported by 
taxpayers in various income classes the average marginal tax rates found for taxpayers who itemize, in each 
respective income class. 


To make this picture complete one would, of course, have to include other 
ways in which the Federal tax system offers rebates on funds destined for philan- 
thropic purposes. The corporate income tax, similar to that on personal income, 
permits a deduction for gifts to philanthropy; so do the estate and gift taxes. 
And the income from the investments of nonprofit institutions in government and 
corporate securities is, of course, also not subject to taxation. Finally, one may 
wish to include the revenue foregone on some fraction of the standard deduction. 
Thus, speaking in round numbers, for 1958 the figure of $1.2 billion of tax cost 
incurred on behalf of the contributions of those who itemize under the personal 


income tax would be raised, according to a very rough estimate of mine, to 
$2.2 billion if corporate gifts, property transfers, investment income of nonprofit 


institutions, and the standard deduction were taken into account.* 


8 The estimate for the tax equivalent of other than itemized contributions was obtained 
as follows: For the corporate tax, 44 percent of the $410 million of gifts reported for 
corporations with net income in Statistics of Income 1955, were included. For bequests, 
the amount reported in Statistics of Income was multiplied by the ratio of reported gross 
tax to gross estate. A similar method was used for gifts as reported in Statistics of 
Income. Hypothetical tax liability on investment income was obtained by assuming a rate 
of return of 4 percent on $15.8 billion of corporate securities and mortgages, and 3 percent 
on $5.8 billion of government securities, owned by nonprofit institutions in 1955 (unpub- 
lished estimate supplied by Postwar Capital Markets projects, National Bureau of Economic 
Research). On $800 million of investment income thus computed, we estimated tax lia- 
bilities might have been $300 million. Finally the fraction for the standard deduction 
under the personal income tax was computed by assigning about 17 percent of the standard 


deduction to philanthropy. Tax liability on this amount was then computed in the same 
manner as set forth in the note to table 3. 
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3. The meaning of the tax-cost estimates 


The next question before us to attach some meaning to the figures showing the 
amount of tax reduction to the contributors. They are frequently viewed as a 
“tax loss” to the Government and as a subsidy to philanthropy. But a number 
of rather complex considerations enter here, which make a simple determination 
of the nature of the tax-cost not possible with the amount of knowledge presently 
at our disposal. 

First, the tax cost should probably be interpreted in the light of the effect on 
Government expenditures if part of the contributions, for which the deduction 
is allowed, were not made. To the extent that Government expenditures would 
have to be substituted for private expenditures, larger tax collections than at 
present would be required to finance the higher level of expenditures. This is 
merely another way of saying that public action in some areas can, and is, at 
times attempted in the form of tax relief measures.* Whether there is in effect 
an indirect subsidy depends on the effect of the deduction allowance on private 
gifts. If gifts show little or no sensitivity to the tax rebate conditional on 
them, then the cost of the deduction can in effect, even though not by intent, 
simply amount to a reward to the taxpayer for contributing to socially desir- 
able activities. 

Thus, the tax cost of the deduction has differing significance depending on 
two considerations: (1) The degree of public interest in the activities financed 
by the contributions. The tax cost figure, as shown in table 3, has in any case 
relevance in a consideration of costs, but its meaning differs somewhat depend- 
ing on whether the absence of some of the contributions would require in- 
creased government outlays, and hence increased tax collections, or not. (2) 
The first consideration has only significance to the extent that contributions 
vary with the amount of tax rebate. It matters little whether the private ex- 
penditures act in effect as substitutes for public expenditures or not (as they 
may in the fields of education, health, and welfare) if the flow of contributions 
is not significantly affected by the deduction. If the latter were the case, even 
without the deduction Government would not have to increase its expenditures 
in areas where private and public expenditures are substitutes.° In that case 
the deduction allowance would become a mere equity question, that is, should 
the allowance be given mainly in recognition of the sacrifice made by those who 
devote part of their income to purposes from which they reap no direct and 
immediate benefit themselves? 

Whether the subsidy or the equity motive was governing when the deduction 
was enacted in its present form is difficult to say. Congress has so far not 
directly addressed itself to that question. It is usually assumed that the deduc- 
tion is intended to encourage socially desirable expenditures. However, from 
its form—a deduction from income rather than a tax credit—one could infer 
that it was intended as an equity measure. 


4. The probable range of total philanthropic giving by individuals 


What factual evidence can we bring to bear on the questions raised above, 
i. e., the degree of public interest in the purposes for which contributions are 
made, and the sensitivity of contributions to the amount of tax rebate? Uufor- 
tunately not very much. 


‘For a recent discussion of this point, see Clarence Long and Selma Mushkin, Welfare 
Programs and Economie Growth and Stability, in Federal Expenditure Policy for Economic 
Growth and Stability, Subcommittee on Fiscal Policy, Joint Economic Committee, 85th 
Cong., Ist sess., pp. 1028-1030. 

5 However, this should not be interpreted to mean that the deduction must raise con- 
tributions by at least the amount of the resulting tax rebate in order to be judged successful 
as an indirect subsidy device. Taxpayers may well not raise their contributions by the 
amount of the tax cost to the Government over what they might have contributed without 
the deduction, and yet the value of privately allocated expenditures, though smaller, may 
yet exceed the value to society of governmental expenditures somewhat larger in dollar 
amount. 
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In the first instance we can merely point at the estimated distribution of the 
philanthropic contribution dollar by broad areas of activity. In 1952, about 
two-thirds of the contributions made by living donors went to religious purposes, 
somewhat over one-fifth to education, health and hospitals, and social welfare, 
and the remainder to private foreign aid, foundations, and miscellaneous activi- 
ties. What degree of public interest attaches to these several categories can- 
not be answered in a scientific manner, but is largely a matter of judgment 
and policy. 

Next, we might inquire, how sensitive have contributions by individuals been 
to changes in the income tax. From a look at table I it would appear that 
despite significant changes both in the thirties and forties in rates of tax paid, 
reported contributions showed very little, if any, change in their relation to 
income. But since, beginning with 1941, reported contributions omit the amounts 
contributed by those choosing the standard deduction they supply at best only 
avery partial picture. 

To get a more complete picture one would have to turn to figures of total 
contributions (by all individuals). Unfortunately we have only very rough 
estimates in this area, be it of income or of assets. To some extent this may 
be ascribed to the vagueness of the term philanthropy, which makes it often 
difficult to compare figures from different sources, and to the fact that nonprofit 
and charitable organizations, because of their very nature, do not report sys- 
tematically on their receipts and financial condition. 

In table 4, 3 estimates of total gifts by living donors are shown alongside the 
itemized amounts reported on tax returns for period 1929-52. The first two 
series shown are based on various institutional reports, for the most part. The 
third series, by F. Emerson Andrews, is based primarily on tax returns with 
some “correction allowance for the probably too-high rate for reported incomes.” ° 
Neverthless, the series do not agree on the level of giving, particularly from the 
late thirties on. This is best seen in chart 1. While the Andrew series shows a 
very steep rise in the early forties, the two other series show a much less 
pronounced rise during that period. For 1942, the estimate by Edward C. 
Jenkins and the one by the Commerce Department are $1.28 and $1.26 billion, 
respectively ; that by Andrews is $2.10 billion. For 1952, the terminal year in 
the table, our own estimate, based on a variety of sources, is $3.35, and that by 
Andrews, $4.54 billion. Which of these series comes closest to the true figure 
is difficult to say. The Commerce estimates and our extrapolation thereof 
may have omitted significant amounts, or Andrews’ correction for overstatement 
may not have been large enough. 


© F. Emerson Andrews, Philanthropic Giving, New York, 1950, p. 292. 
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Tasle 4.—Philanthropic giving by individuals, according to 3 estimates, 1929-52 


[Dollars in millions] 


Total philanthropic contributions by Returns with itemized 
individuals contributions 
Contribu- Income re- 
| tions ported as 
reported percent of 
total income 
(1) (2) (3) (4) (5) 
$1, 449 $1, 206 $1, 067 | $540 37.3 
1, 378 1, 190 981 | 434 33.9 
1, 264 1, 329 843 354 32.8 
990 1, 188 702 317 37.4 
806 QR2 637 282 35. 6 
832 862 662 280 32.9 
902 868 727 310 34.4 
952 919 830 390 36.8 
1, 099 | 1, 000 943 445 38.1 
990 | 1, 006 | R84 414 37.8 
970 1, 068 | 967 499 39.5 
1, 053 1, 044 | 1, 064 740 56.9 
1, 060 | 1, O89 1, 556 1, 002 53.5 
1, 259 1, 277 : 1, 450 | 55. 6 
1, 568 1, 456 1, 836 58. 2 
1, 824 1, 852 1, 258 23.8 
2, 045 2, 103 1, 450 24.9 
2, 151 2, 242 1, 639 25.4 
2,191 2, 219 1,974 26.7 
2, 446 2, 366 1, 881 24.3 
2, 549 2, 032 25.4 
2, 729 * 2, 260 27.4 
_, en 
ME tcnaabe ss 3, 116 30. 6 





Sources: 

Col. (1) From Survey of Current Business, June 1944, table 3, for years prior to 1943. Figures for 1943-51 
are projections based on data for only a small number of components. The figure for 1952 is our own rough 
estimate, based on a variety of sources. 

Col. (2) Edward C. Jenkins, Philanthropy in America, New York, 1950, pp. 172-173. 

Col. (3) F. Emerson Andrews, Philanthropic Giving, New York, 1950, p. 72. The figures in this table 
are a revised series supplied by the author. 

Col. (4) Treasury Department, Statistics of Income. 

Col. (5) Adjusted gross income reported on tax returns as a percent of total adjusted gross income (coune 
trywide) as derived from Commerce Department personal income. 
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All that we can say is that the correct figure for, say, 1952, lies probably within 
the range of $3.35 to $4.54 billion. If the lower figure were the one closer to 
the true figure, it would suggest the possibility of considerable overreporting of 
contributions on the part of taxpayers, since on itemized returns alone they 
reported $3.12 billion of contributions. If one were to impute a rate of giving 
of 1.5 percent of income to those who chose the standard deduction in 1952— 
which is the estimated approximate rate which they might have reported in 
1944 had it not been for the introduction of a 10-percent standard deduction in 
that year—one would obtain a total of $5.5 billion of philanthropic gifts by 
individuals for that year. If one assigns a 1-percent rate of giving to that 
group, the total one obtains is practically the same as Andrews’ for that year, 
i. e., $4.5 billion. 

We may also express the two series—Andrews’ and the extrapolated Com- 
merce series—as a percent of total adjusted gross income, as was done in chart 2 
for the period 1929-52. We find the former rising and the latter declining for 
the period as a whole. But what is of interest to note is that neither series 
shows a decline relative to income after 1942, which is the year for which the 
decline in the extrapolated Commerce series came to a halt. The latter esti- 
mates maintain from 1942 on a fairly stable level relative to income; the Andrews’ 
estimates exhibit a steep rise between 1940 and 1942 and then level off. These 
data provide, therefore, no evidence that the institution of the standard deduc- 
tion at the beginning of World War II may have had a repressive effect on the 
share of income devoted to philanthropy. On the other hand, it should be stressed 
that these data also do not disprove this proposition. We do not know what 
might have been the share of income devoted to philanthropy had there been, say, 
no standard deduction for the majority of taxpayers. Nevertheless, the data 
tend to strengthen the possibility that a large segment of the public who are 
subject to marginal tax rates ranging between 20 and 30 percent give to philan- 
thropy without particular reference to the tax incentive involved.’ 





7 As far back as 1933, a member of the President’s Research Committee on Social Trends 
concluded, on the basis of the 1922 to 1929 income-tax experience, that “‘the ratio between 
income and contributions is so consistent throughout the period as to suggest that giving 
is more definitely regulated by habit or tradition than by changes in income, tax rate, or 
any external circumstance.”” Sydnor H. Walker, Privately Supported Social Work, in 
Recent Social Trends in the United States (report of the President’s Research Committee on 
Social Trends), New York, 1933, vol. II, p. 1219. 








FEDERAL AGENCIES AND PHILANTHROPIES 31 


in 


Chart 2 
to Total Contributions as a Per Cent of Total Adjusted 
of Gross Income, 1929-1952 
Per cent Per cent 

ey 3.0 a 
ing 
“ta 

in 

7m i Extrapolated Commerce series | 

by 2.5 as % of income 4 2.5 
hat 


ar, i \ 

! 

i a o 
ym- i / \ Andrews' series as 


/ of income 
rt 2 2.0 f % 


ae 12.0 
for 4 r Mig e es = : — 
ries ae ’ a “se 
ries : ; pam 

} 
j 


the | ee Ww Pests 
»sti- j : ein Z 


ws’ 5 ky 


1ese ¥ a. ' Bien 
que- Xe “oe eee 
the 


ssed 

vhat 1 + 
say, 

data 
are 

ilan- 


° 
~ 
° 


rends 
ween 
iving i i 
te, or j ‘ : ' i i 
k, in DA i 1 i ! hunciliscthdei thay ® 
ee on 1929 1935 1940 1945 1950 1952 
Source: Table 4. 








Tax incentives probably do play a considerable part in the giving to philan- 
thropy of those with very high incomes, say, above $50,000. But, as table 5 
shows, even as late as 1954, the bulk of contributions came from those in the 
income groups below that level. Of itemized contributions—in itself a category 
which tends to omit a large part of the giving of those with low and modest 
incomes because of the standard deduction—68 percent was reported on returns 
with less than $10,000 of income and 88 percent on returns with less than $50,000. 
Both in 1949 and 1954, the relative frequency of those reporting contributions 


in excess of 10 percent of their reported incomes remained almost stable with 
rising income up to about the $25,000 level. 
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TABLE 5.—Percent distribution of itemized contributions, 1954, and estimated 
number of all returns reporting contributions in excess of 10 percent of 
income, 1949 and 1954 


Percent of all returns 








Percent of | reporting contributions 
itemized exceeding 10 percent of 
Adjusted gross income contributions} income 
1954 pee ee 
| 1949 1954 
Less than $2,000__-_- cen sckeaeeueese -| LJ} 2.5 2.1 
$2,000 to $2,999____.. “eee See So 5.1 2.4 3.5 
$3,000 to $4,999. _- ‘ i coos Kies ‘ 24.7 2.4 3.2 
$5,000 to $9,999. __..._- ; 5 pid taieho a gute apeoradianamact 36.2 | 2.5 4.0 
oe Shs swan dbendin tants dadectnennsossoubdomh 10.9 ms | 3.2 
$20,000 to $49,999_-___ 9.5 14.5 4.6 
he ttn Cinek a aaneokem 4.6 8.9 10.5 
$100,000 to $499,999 5.1 17.8 (2) 
$500,000 and over — 2.2 (?) (2) 
Total : Se i tial alias 100.0 (2) (2) 


1 $10,000 to $25,000 and $25,000 to $50,000 for 1949. 
2 Not available. 


Source: Computations based on tabulations in Statistics of Income for 1949 and 1954, 


The Cuatrman. If there are no further questions, the meeting is 
adjourned until 10 o’clock tomorrow morning in this same room. 

(Whereupon, at 12:05 p. m., the subcommittee recessed until 10 
a.m., Wednesday, July 2, 1958.) 
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FEDERAL AGENCIES AND PHILANTHROPIES 
(Part 1) 


WEDNESDAY, JULY 2, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LEGAL AND Monerary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in room 1501, New House Office Building, Hon. Martha W. Griffiths 
presiding. 

Present: Representatives Martha W. Griffiths, Joe M. Kilgore, 
Porter Hardy, Jr., George Meader, and William E. Minshall. 

Also pressent: Curtis E. Johnson, staff administrator; Jerome S. 
Plapinger, counsel; Eric W. Weinmann, associate counsel; and Eliza- 
beth D. Heater, clerk. 

Mrs. Grirrirus. This subcommittee will come to order. 

We resume our hearings this morning on tax and mail privileges 
granted to charitable organizations, by hearing representatives of the 
Federal Association for Epilepsy. 

Last March Congressman Teague, chairman of the Veterans’ Affairs 
Committee, held extensive hearings on the operations of an organiza- 
tion known as the National Association of Veterans Employment 
Councils. 


With regard to the findings of the Veterans’ Affairs Committee, 
Chairman Blatnik has asked that, in his absence, his statement be read 
and inserted in the record at this point. Associate counsel will 
please do so. 

Mr. WEINMANN (reading): 


At yesterday’s session, we heard about the charitable abuses found by the 
Joint Legislative Committee of New York State. 

Before we examine into the activities of the Federal Association for Epilepsy, 
I should like to sum up for this subcommittee the facts that were developed by 
the Veterans’ Affairs Committee in the case of the National Association of 
Veterans Employment Councils, or NAVEC for short. The case was briefly 
discussed yesterday. 

We are doing this not because the professional fund raiser was the same, 
and brought in some of the same firms for the commercial work, but because the 
pattern repeats itself, and, as I said in the opening statement, is typical of a 
segment of charitable solicitation. This is not to say that important details 
will not differ. It merely goes to show that the method is in wide use, and tends 
to lead to like results. 

Immediately before the indictment by a United States district court grand 
jury, on November 18, 1955, of the Handicapped War Veterans for charitable 
mail fraud, some of its leading members incorporated NAVEC with a similar 
charter and purpose. Harold A. Keats, a past national commander of AMVETS, 
and consultant to HWV, became its executive director. 
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The organization solicited contributions by mail, sending out a variety of un- 
ordered merchandise items, chiefly ball-point pens with the name of the pros- 
pective donor imprinted on them, and which cost about 15 cents each. The 
donor was asked to contribute $1. Mailings were made to addressees from 
commercially obtained lists. These lists were rented at prices up to $31.50 per 
thousand names, at a total rental of over $136,000. 

These mailings brought in over $3 million in something over 2 years. The 
donors were solicited with the representation that the money would be used to 
aid disabled veterans in obtaining employment. Actually, of the $38 million, all 
but $200,000 were expended on fund-raising costs, salaries for officers, expense 
accounts, ete. While NAVEC claimed to have placed up to 1,000 veterans, the 
committee could verify only 126 placements. Of these, about 80 were employed 
by NAVEC at various times. Another 62 veterans stated that an unsatisfactory 
attempt had been made to assist them. 

The committee also found that it is not uncommon for an organization to 
realize no more than 5 or 10 cents on each dollar contributed. 


I would like to interpolate on my own that it is not the case of the 
Federal Association for Epilepsy that is referred to here. 


This is often attributable to the methods employed by some professional fund 
raisers. Officers in an organization, unfamiliar with the techniques and prob- 
lems of soliciting funds from the public, may receive an offer from such a fund 
raiser, promising them substantial returns. This offer may entice them to 
make a contract with him which is not in the best interest of their organiza- 
tion. Some organizations are perfectly satisfied with such an arrangement, 
since their share still exceeds the results they were able to obtain by themselves, 
but the lion’s share of the proceeds goes to the professional and the commercial 
firms which do the actual work. 

The fund raiser’s stock in trade is the mailing list of names and addresses 
of persons who have shown a willingness to respond to charitable solicitations. 
If the promoter controls several charities, he can keep his lists up to date and 
add new names from each new appeal. As we have seen, these lists are a 
valuable commodity. They are paid for by the charity which foots the bills, 
but the benefits tend to accrue to the promoter. 

These are some of the findings of the Veterans’ Affairs Committee, which are 
supported by the voluminous record of their 14 days of hearings. 

Mrs. Grirrirus. Mr. Keats of NAVEC was fund raiser for the 
: a ‘al Association for Epilepsy—a relationship, incidentally, which 

are informed was terminated very recently. 

Ww e will proceed in our hearing on the activities of the Federal 
Association for Epilepsy with Mrs. Broyhill, president of this organ- 
ization. Following her testimony we will hear from Mr. Babbitt, 
vice president; Mr. Montgomery, treasurer, and others, who will be 
accompanied by Mr. Murdaugh S. Madden, counsel for the group. 

Mrs. Broyhill, w ill you step forward, please ? 

I would like to express the appreciation of this committee for your 
appearing here this morning. It is kind and considerate of you and 
I hope you will give us all of the information you can to help us In 
resolving this problem. 

Mrs. Broynm.. Thank you very much, Madam Chairman. 

Mrs. Grirrirus. You just be seated and read your statement. 

Mr. Mappen. May Mr. Babbitt have a seat with us at the table? 

Mrs. GrirrirHs. Yes, certainly. 

Mr. Piapincer. Before Mrs. Broyhill commences reading her state- 
ment, may I read into the record, in connection with our discussions 
yesterday of the revenue losses, the reply from the Post Office Depart- 
ment concerning the loss on third-class mail ? 

Mrs. Grirrirus. Do you have any objection ? 

Mr. Mraper. No. 
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Mrs. Grirrirus. All right, Mr. Plapinger. 

Mr. Piarinecer. This is from the Office of the Chief Postal In- 
spector of the Post Office Department, Washington, D. C., and is 
dated June 26, 1958. It is addressed to the Honorable John A. Blat- 
nik, chairman, Legal and Monetary Affairs Subcommittee, Committee 
on Government Operations, House of Representatives, Washington, 


D.C. 


DEAR CONGRESSMAN BLATNIK: Replying to your request for an estimate of 
the annual loss of postal revenue from unordered merchandise and from mailings 
by charitable institutions, I have to advise that this particular information is 
not available at the present time. 

The estimated loss on all third-class mail for fiscal 1957 was $269,800,000. 
It is obvious that losses in the categories mentioned by you were substantial. 

Mailings of third-class matter at special rates by organizations or associations 
not organized for profit, as provided by the act of October 30, 1951, amounted 
to approximately 1,300 million pieces, for which $13,500,000 postage was paid. 
It cost the Department approximately $37,600,000 to handle these mailings, with 
a resultant loss of about $24,100,000. 

Although we are unable to furnish the information requested by you con- 
cerning the cost of mailings of unordered merchandise and mailings by charita- 
ble institutions, in order to assist your committee we are endeavoring to obtain 
such data relating to alleged charitable institutions which have been investi- 
gated by the postal inspection service. The compilation of this information will 
take several weeks, however, since it must be obtained from the post offices at 
which such mailings were deposited. This data will be forwarded to you as 
soon as it is available. 

Please be assured of our interest in your investigation and of our desire to 
furnish requested data wherever it is practicable to do so. 

Sincerely yours, 
D. H. STEPHENS, Chief Inspector. 

Mrs. Grirrirus. Thank you. 

You may proceed, Mrs. Broyhill. 

Mr. Puarincer. May I take wp one more matter? We have re- 

ceived a copy of an article entitled “Survey of Legislation Affecting 

Solicitation of Educational Institutions,” compiled by J. L. Levins, 
Jr., and L. O. Slagler, Jr., of the College of Law of Ohio State Uni- 
versity. We would request this be included in the record. 

Mrs. Grirrirus. Do you have any objec tion ? 

Mr. Meaper. How long is it? Can we not defer that? I do not 
like to clutter up our record with a long document. 

Mrs. GrirrirHs. Suppose we have Mr. Meader read it, first. 

Mr. Mraprer. Maybe it does not belong in our record. That is the 
only thing Lam thinking of. 

Mr. Prarincer. Will you direct the staff, then, to insert the appro- 
priate conclusion in the record ? 

Mr. Mraper. I will not give you my proxy, if that is what you are 
asking for. I would like to see what we are getting in the record, 
because, if this is a long document prepared by somebody and it 
makes a lot of statements we do not have any way of chee ‘king the 
accuracy of, I would not like to see it put in the record. 

Mr. Prarrncer. The reason it is appropriate is because it contains 
a compilation of appropriate legislation. 

Mrs. Grirrirus. Then will you renew the request later, Mr. Plap- 
Inger ¢ 

Mr. Puaprncer. All right. 

(See appendix, m 167.) 

Mrs. Grirrirus. Now, Mrs. Broyhill. 
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STATEMENT OF MRS. NELLIE M. BROYHILL, PRESIDENT, FEDERAL 
ASSOCIATION FOR EPILEPSY, INC.; ACCOMPANIED BY HAROLD 
BABBITT, VICE PRESIDENT; AND MURDAUGH S. MADDEN, 
COUNSEL 


Mrs. Broyuim1.. Madam Chairman and members of the committee, 
I will, first, say that I am very pleased to have this opportunity to 
appear on behalf of the Federal Association for Epilepsy in my 

sapacity as president of the organization, and a person so devoted 7 
its cause who feels that she has contributed a great deal toward : 
most worthy and necessary endeavor. 

I would like to insert right here that we welcome the investiga- 
tion of this committee. We welcome an investigation of any com- 
mittee, or any group of people who are fairminded and who want 
to know what our or ganization is and how our organization operates. 
Every charitable organization should be investigated, because, where 
funds are raised from the public, the public should know, and organi- 
zations should be investigated. 

I repeat, we welcome this investigation. But, Mr. Chairman, 
I am terribly sorry—and may I insert in here again, and I shall 
read what I want to say, because I want to be quoted correctly— 
I want to say at this point that I am terribly sorry—and to say “sorry” 
states it mildly—I want to say that I was stunned, I was shocked, I 
was appalled to learn that Mr. Blatnik, the chairman of this com- 
mittee, had made a charge and released it to the press, which was a 
seeming incrimination of an or ganization such as ours, without giving 
us an opportunity to defend ourselves or to state the facts—the truth. 

I say again that I was shocked, really shocked, to learn that such a 
committee as yours, that is so designed to defend and protect the 
American people, would do this. Had you known the Soin, I am 
sure none of you would have been a part of allowing any thing like 
this to be released to the press without, first, giving us a chance to 
defend ourselves. 

Mr. Meapver. I would like to say, Madam Chairman, that I have 
not seen any release, speaking for myself; that I approved no release 
on behalf of the committee, and, insofar as I know, no other members, 
at least of the minority side, were shown any relea ise, and I have not 
even seen any newspaper account. 

Mrs. Broyutiy. I am sure you haven't. 

Mr. Mraper. And may I say that I regret any incident which seems 
to prejudge an inquiry held by any committee, and, if that were the 
tenor of the release or the statement to the press to which you find 
objection, I hope that adequate corrections will be made. 

Mrs. Broynity. I am sure you state the truth, sir. 

Mrs. Grirrirus. I am sure, Mrs. Broyhill, nothing personal was 
meant in any release, and whatever Mr. Blatnik may have said must 
have been guided by the facts with regard to all such affairs, and he 


meant nothing personal toward you or any person, and he was not 
prejudging. 





LL 
uD 


ee, 
to 
ny 
to 
ia 


va- 
m- 
unt 
res. 
ere 
ni- 


an, 
ial] 
ot 
ry” 
1, I 
om- 
is a 
ing 
uth. 
tha 
the 
am 
like 
e to 


have 
lease 
bers, 
» not 


eems 
> the 


find 


was 
must 
1d he 
s not 


FEDERAL AGENCIES AND PHILANTHROPIES 37 


(The press release referred to is as follows :) 
[For release Monday morning papers, June 30, 1958] 


FroM THE OFFICE OF JOHN A. BLATNIK, DEMOCRAT, REPRESENTATIVE, EIGHTH 
DIsTRICT OF MINNESOTA 


Congressman John A. Blatnik, Democrat-Farmer-Labor, Minnesota, chair- 
man of the Subcommittee on Legal and Monetary Affairs, today announced that 
hearings would open on July 1, 1958, on tax benefits and postal privileges granted 
to charities. “Unfortunately,” the Minnesota Democrat observed, “some of these 
charities are either not honest or not efficient, and the lion’s share of the funds 
raised is squandered or is diverted to the pockets of individual promoters.” 

The subcommittee is part of the Government Operations Committee, of which 
Congressman William L. Dawson (Democrat, Illinois) is chairman. 

Mr. Blatnik, in announcing the hearings, stated: “The overwhelming majority 
of fund-raising charitable organizations do great public service and deserve 
the special tax and postal privileges granted to them by the Federal Government. 

“In effect, the Government places a seal of approval on organizations when 
it grants tax exemption, tax deductibility, or special postal privileges to them. 

“There is evidence,’ Congressman Blatnik said, “that the Internal Revenue 
Service and the Post Office Department have, in some cases, granted these privi- 
leges without adequate investigation and followup. In these cases, the publie 
has been victimized and the Government has lost revenue.” 

Congressman Blatnik gave the following list of witnesses: (1) Dr. C. Harry 
Kahn, of the National Bureau of Economic Research, will testify on revenue 
losses to the Federal Government from deductions by taxpayers for charitable 
contributions; (2) Congressman Olin E. Teague, chairman of the House Veterans’ 
Affairs Committee, will testify on the operations of promoters in the veterans 
field; and (3) former State Senator Tompkins, of New York, will describe the 
problem in his State. “We will also look specifically into the activities of the 
Federal Association for Epilepsy, located at 1729 F Street NW., Washington, 
D. C., which last year raised almost one-half million dollars and provided for 
only nine epileptic children.” Mrs. M. T. Broyhill, president; Harold Babbitt, 
vice president; S. Miles Montgomery, secretary-treasurer; Alphonse Migliaro, 
executive director; and Alfred D. Stuart, an independent certified public account- 
ant, will testify on the operations of the Federal Association for Epilepsy. 

Blatnik observed, “Philanthropy is ‘Big Business’. The annual receipts of all 
private charitable and social welfare agencies combined are estimated to exceed 
$6 billion. The Federal Government participates in this giving rate very sub- 
stantially because such gifts are tax deductible, and because charitable appeals 
are carried by the United States mails at a privileged rate, which contributes to 
the losses of the Post Office Department. Therefore, and because philanthropy 
is a publie trust, the Government has an interest in the fulfillment of the social 
purpose for which these privileges are granted.” 

Congressman Blatnik noted that philanthropic abuses have been exposed in 
the past, notably at the New York State hearings in 1953-56, and at the recent 
hearings before Chairman Teague’s House Committee on Veterans’ Affairs. This 
subcommittee will avail itself of these earlier findings, and limit itself for the 
present to the study of the above-mentioned single case history believed to be 
typicial of many current charitable solicitations. The investigation will include 
fund-raising cost and arrangements, the use of the funds received in terms of 
their stated purpose, and the extent of the activity for which the organization 
is tax exempt. 


Mrs. Grirrirus. Will you proceed ? 

Mrs. Broyutty. It has done such irreparable harm or damage that 
when the truth is revealed, neither this committee, nor any committee, 
nor the press, ever can undo or correct the harm that has been done. 

More than being shocked and stunned, I do want to say I am hurt. 
I am really hurt that after all these years of blood, sweat, and tears, 
that this is the reward—an unjust, cruel, and unfair statement released 
to the press. 

How would any of you feel if you would pick up the paper and see 
your picture there on the front page under a headline reading: “Three 
Sailors Are Killed and Two Hurt in Crash”? 
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It is in a very wonderful position in the paper too, because many 
people have been killed, and thousands have been hurt by this state- 
ment that has come out in the press. It says here, “Charity Investiga- 
tors Ask: Where Did the Money Go?” 

I do not care that my picture was used. I am glad for it to be 
used. I am not going to be hurt. But thousands of little afflicted 
children are going to be hurt and our cause is going to be hurt. 

Here again in the Washington Post it says, “D. C. Charity Unit 
Rapped by Blatnik.” 

In the morning paper today we are classified with notorious groups 
of people raising money—one billion and a half dollars being raised 
and squandered notoriously; and in this article here there is men- 
tioned dishonesty and not efficient knowledge of what you are doing. 

I hope you will pardon my personal w armth and feeling about this 
thing, because as you will see later, I have really lived with it. 

I am terribly sorry that advance publicity has given the distinct 
impression that we are not in every way a worthy and well-m: anaged 
charity that has made and is making a valuable contribution to ‘the 
American scene. I recall from yesterday’s sessions that Chairman 
Blatnik stated that there is a pattern that runs through the charities 
today with which this committee is concerned, and that this pattern 
first shows a professional fund raiser who has convinced a group of 
well-meaning persons or a well-intended organization to partic ipate 
with him in a fund-raising venture from which he drains the lion’s 
share of the money raised; ‘and, sec ond, that this pattern always shows 
a very inactive and ineffectual board of directors, who, in effect, be- 
come pawns of the professional fund raiser. 

I think it would be well to state categorically that the evidence is 
now and has been in the possession of the committee investigators for 
several months and that neither of these so-called pattern items are 
in any sense applicable to the operation of the Federal Association 
for Epilepsy. Our board of directors are volunteers who are the 
hardest working, most self-scrificing persons in this city—men of 
honor and character and good name—who have the entire management 
of the organization under their constant supervision and control and 
direction. 

The professional fund raiser with whom we had a contract, which 
has now been terminated, was solicited by this organization to help it 
raise funds to perform those things which were then and are now so 
desperately needed in this field of for gotten children, the epileptics. 

I feel that a brief résumé of my personal activities in connection 
with the FAE and its growth and development will be of value to this 
committee. 

This part I want to give, and if at some point I become overcome, 
I hope you will pardon me. In recent years I have been contacted by 
many people asking me to join char itable organizations and help. them. 
I have refused many, many times. I have used every excuse in the 
world, just like you men use excuses when people want you to do 
things, because you do not have time, and you are not interested in 
it, and different reasons. 

I had my hands full doing work with civic organizations and help- 
ing in our business operations, : and doing club work, and doing church 
work. So I always said: “No, I am sorry, I have other work. I can- 
not take on anything else.” 
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But, during the winter of early early in the winter—I re- 
ceived 3 or 4 pleading calls from a doctor (ear, nose, and throat spe- 
cialist) in northern Vi irginia, the last one from his bedside after a 
heart attack, asking me ‘to please let him come to my home with 1 
or 2 other parents to discuss the critical needs of a group of epilep- 
tic children, among them 2 of his own. I consented to interview 
them. One afternoon they came, 2 local men and 2 from Balti- 
more, I believe. They related the background of a private institution 
in Ruxton, Md., which had been started in a private home of Dr. 
Henry L. Bowditch, some 25 years before. They also related the 
history of its growth, with hundreds of children through the years, 
passing through for medication, study, education, and release. This 
was supported entirely by parents who paid as much as they could 
and grants obtained from private individuals; and then they told me 
how time, age, the poor health of Dr. Bowditch, and the death of the 
individual philanthropist who had supported him, had reduced the 
facilities, the maintenance and staff, until the institution faced dis- 
continuance. 

They showed a film in my living room, a film made by the Veterans’ 
Administration, on the problems of epileptic adults in our modern 
world, and asked if I would go over to Maryland and see this place. 
This picture showed the damage to soldiers and men in the service 
who had head injuries, and because of that had become epileptics, 
and what a problem it had become in their lives. 

I reluctantly agreed to go. So, on a Saturday afternoon following 
this interview, a |: idy friend and I went over with one of the p: rents. 
Once I entered the doors and was led into the presence of a group of 
these little boys and girls seated around a table doing their handwork, 
my heart melted, for one of these little blond-headed boys was striking 
in resemblance of one of my grandsons. When I asked what was 
wrong with this child, the doctor said, “he just doesn’t talk,” a brain 
damage had left him blank. 

Then my heart was wrung with compassion for I had a little 
5-year-old grandson who was the same type, but did not. have seizures. 
A’ few weeks later he met a tragic death down at the Capital Yacht 
Club, by drowning. 

As I looked around and observed these children from all classes 
of homes, afflicted with other problems as well as epilepsy—hear me, 
please, when I tell you—mental, physical, emotional—I was burdened 
in my soul to try to do something to give them a chance. These 
parents very earnestly sought my leadership i in trying to advance a 
program for developing a movement whereby children with multiple 
afflictions might be medically treated and educated ; and that we might 
educate the public at the same time as to the needs of the epileptic. 

Thus was born on April 12, 1954, the Federal Association for 
Epilepsy, Virginia chartered, with national powers, so that we could 
enroll children from all States in the Union and be able to solicit 
funds from any and all States, when necessary. Our first organi- 
zational meeting was small but pungent with the need for action. 
I was elected president ; Dr. Joseph Stein, vice president; and Harold 
Babbitt, secretary and treasurer. From the very beginning I made 
it clear this was a virgin field of endeavor for me, that I had never 
had any association with a charitable organization, and would have 
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to learn the A B C’s of the executive angle. I explained that I was 
quite active in church work and that the Lord’s work had to come 
first with me, forgetting for a moment that the Lord had no more 
important work than to relieve the sufferi ing. 

The first year we floundered. Back debts, the Health Department 
of Maryland demanding improvements on the occupied building, and 
the demand of the landlord that we purchase this old, inadequate 
building on 3 acres of land. We decided we would go out and hunt 
for a place. We combed Maryland, Washington, and Virginia for a 
place with adequate buildings where we could house these children 
and care for them. We advertised; we called real-estate brokers, 
and we personally searched for such a facility. The only available 
places were either too expensive for rental or too depressing in 
environment to warrant support of the public. Finally, in despera- 
tion, we leased a 20-room converted building on Rhode Island Avenue, 
formerly occ upied by Alcoholics Anonymous, and moved the children 
to this location until such time as we could secure a permanent 
location. 

Then began the frantic months of financial strain. No definite pro- 
gram could be inaugurated due to remodeling of this old building and 
discontented employees of the school because of the facilities, and an- 
other heart attack and slow recuperation of Dr. Bowditch. The ex- 
penses were tremendous. Due to these difficulties, as children were 
sent home we did not try to replace them until we could get perma- 
nent headquarters. 

It was about this time we launched a fund-raising program, using 
the trial and error plan, testing, testing, testing. I held a char ity ball 
in my home similar to two previous cancer drives I had held, and two 
telethons. We derived around $2,500 from this. I held ladies lunch- 
eons, dinner meetings of men’s service clubs, and induced people to 
hold teas, card parties and other things to raise money. This helped 
us to carry the load, but we had to launch a big-scale fund-raising 
program if we were ever to build a national organization able to sup- 
port a hospital-school institution of any size on a modern scientific 
basis. 

The child we wanted to help was in an untouched field: uncon- 
trolled epileptic children with multiple associated afflictions brought 
on by brain and nerve damage. This is a very vital thing I am going 
to say, and I hope you men will listen to this. Once these children 
could be brought together, under a scientific research program study- 
ing the child who had multiple afflictions would furnish the world the 
dise overy to what caused mental retardation, slowness of learning, 
spasmodic eildstliceual tensions, palsy, epileptic seizures, and kindred 
cliseases, 

With this in mind the directors agreed to investigate the possibility 
of public education and fund-raising through a large-scale direct ma1l 
campaign. I feel that it should here be made clear th: at if we had a 
million dollars—and if I personally had $1 million and were wealthy 
and had the money to put out, I would apply this to myself—the 
same statement I am giving you here—we could and should spend a 
substantial amount of it very well by sending out millions of leaflets 
and brochures with the sole purpose of educating and informing the 
public on the desperate need for public understanding and sympathy 
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for those with this dread affliction. We felt that we could kill 2 birds 
with 1 stone by sending out millions of leaflets and brochures to edu- 

‘ate and inform the general public on this little known malady and at 
the same time ask for contributions from those whom we reached. 
We then set out to find not only one who could do this job for us, but 
one who would do it, since apparently epilepsy traditionally has been 
an impossible field ‘for public appeal since it is, as everyone well 
knows, such a sad and tragic disease that people simply do not want to 
hear about it or talk about it, and yet, as everyone here knows or 
should know, it far outranks in incidence the number of victims of 
polio, mental {Ines and muscular distrophy combined. 

As a result, we convinced Harold Keats, after much urging, that 
he should do this job for us. And he did. His subsequent difficulties 
and the subsequent disclosures as to his connection with other organi- 
zations which have come under congressional criticism, have come as a 
shock to us. But it should not for a moment be felt that Harold 
Keats in any way talked us into the direct mail campaign, nor has in 
the slightest sense guided our destiny or our policies. 

Gentlemen, we have gone far into the research area as to the need 
of such a hospital school; we know if we ever get the school into op- 
eration, other parts of the country will use it as a pattern and copy it 
in regional centers. General Carpenter of the Air Force spoke to a 
group of businessmen and their wives, whom I had invited to my 
home, and he said, I quote: 

There are about 500 men in my division of the Air Force, the Strategic Air 
Command, who have afflicted children. Once they leave their State they cannot 


get them into State institutions. It is, therefore, a serious handicap and be- 
comes an emotional problem of enlisted men. 


During the 4 years that I have belonged to this organization, my 
time has never been my own. I say that honestly and sincerely. I 
have spent many hours contacting people, soliciting helpers for the 
crusade, making speeches, answering iclameus calls, and holding in- 
terviews with parents seeking help. I have lived with it, eaten with it, 
and slept with it. 

It has cost me innumerable dollars spent in the interest of it. I 
have never been remunerated for my time or money spent and never 
want to be. 

The help I could render such an organization has been the busi- 
ness angle, real estate and financing. With God’s help I have been 
able to achieve many things in my ‘life and I can assure you that I 
would never have entered this field without His laying His hand on 
me. If He gives me an idea and shows me how to take hold of it, 
I am not afraid to tackle it. It was through prayer and arnest 
searching that we adopted the direct-mail program. We needed to 
educate and inform the public on the problems and needs of the 
epileptic, and we needed plenty of money and we needed it quickly. 
We had to have professional help to show us how to do these things. 
This trial and error method has been very costly. Now we have the 
know-how to go it alone. “Our infant baby is out of the incubator.” 
With God’s help it will grow and mature. 

I want to say in closing, no place on earth in my opinion is too good 
for these poor, afflicted hildvel. We shall continue to crusade in 
their behalf. We shall continue to raise thousands and thousands 
of dollars, so long as God goes before us and carries the banner. 
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I want to say here you men, you men on the committee, you men on 
the staff, all of you people in this room, both news reporters and the 
public at large, you must help us. Every single individual should 
humbly bow his head with me and thank God he is not a victim of 
this condition, and should be willing, humbly, to shoulder arms and 
join our crusade. 

Thank you, and may God bless all of you. Thank you very much. 

Mr. Kiteore. Thank you very much, Mrs. Broyhill. 

Mr. Meader, any questions? 

Mr. Meaper. Mr. Chair man, I would like to suggest that. the articles 
to which Mrs. Broyhill has referred be incorporated in the record 
of these proceedings, and I want the record to show I had not previ- 
ously seen any of the articles. I had not, until it was laid on my desk 
a few minutes ago, seen this opening statement, and I express to Mrs. 
Broyhill my sincere regret that the publicity concerning these hear- 
ings has had the effect that it has and has seemed to link Mrs. Broyhill 
and her organization to some nefarious plot, without having had the 
evidence before the committee. 

T have only 1 or 2 questions. I would like to ask a few factual ques- 
tions about the employment of Mr. Keats, Mrs. Broyhill. 

Mr. Kiicore. Before you go into that, without objection, we will 
incorporate into the record the material you requested be incorporated. 

(The articles referred to are as follows :) 


[The Washingten Daily News, July 1, 1958] 
CHARITY INVESTIGATORS ASK : WHERE Dip THE Money Go? 


(By Milton Berliner) 


A House Government Operations Subcommittee today opened up on the 
practice of granting tax benefits and postal privileges to charities that are 
“either not honest or not efficient.” 

After general testimony, Chairman John A. Blatnik (Democrat, Minnesota) 
planned to limit the investigation to a “single case history believed to be typical 
of many current charitable solicitations.” 

The case is that of the Federal Association for Epilepsy at 1729 F Street, NW 


ONLY NINE 


Representative Blatnik said that the association “last year raised almost 
$500,000 and provided care for only 9 epileptic children.” 

FABE president is Mrs. M. T. Broyhill, mother of Representative Joel Broyhill 
(Republican, Virginia). 

Representative Blatnik’s statement drew a blast from Al Migliaro, executive 
director of the association. 

He ealled the reference to $500,000 and 9 children “less than a half truth” and 
“just another example of handing up a verdict before the testimony is in.” 


WHERE IT WENT 


Mr. Migliaro said $61,000 was spent last year to take care of epileptic children 
at the FAE center in Leesburg, Va., and $297,000 was spent on public information 
and education, fund raising “and other services.” 

“We saved $114,000 at the end of the year, which includes $45,000 as a down 
payment on 211 acres and 12 or 13 buildings we purchased from the W. B. Hibbs 
estate,” he said. 

Mr. Migliaro said FEA “cooperated 100 percent” with subcommittee investi- 
gators, and “we can only conclude that Mr. Blatnik has not taken advantage 
of the information in his staff’s possession.” 








on 
he 
ild 
of 


nd 


ch. 


n the 
t are 


‘sota ) 
vpical 


, NW 


ilmost 
royhill 
cutive 


h” and 
“a 


hildren 
mation 


1 down 
. Hibbs 


investi- 
vantage 


FEDERAL AGENCIES AND PHILANTHROPIES 43 


ASSISTANCE 


Mr. Migliaro said FEA also answers hundreds of letters about epilepsy, gives 
job referrals and “contacts Congressmen to help constituents get help from the 
agencies.” 

The association, he explained, is run by 8 directors and 2 professional boards 
(medical advisory and educational advisory), and has an office staff of 6, 
“including the janitor.” 

Representative Blatnik said “the overwhelming majority of charities” do great 


public service, but in some “the lion’s share of the funds raised is squandered 
or is diverted to the pockets of individual promoters.” 


[Washington Evening Star, July 1, 1958] 
CHARITY RACKETS PROBE To Stupy EPILepsy UNIT 


House investigators today said they had picked the Federal Association for 
Epilepsy, 1729 F Street NW., for special study in a charity rackets probe because 
it is typical of charitable soliciting groups. 

Representative Blatnik, Democrat, of Minnesota, who is chairman of the 
investigating subcommittee, opened hearings with a statement much milder than 
charges he leveled yesterday against the association. 

Then he accused the group of raising almost $500,000 in donations and caring 
for only 9 epileptic children. The organization immediately branded this “less 
than half the truth.” 

Today, Mr. Blatnik said the association should give lawmakers insight into 
“complexities of charity situations” because it: 

Raises funds nationally through the mails, using commercially obtained lists 
of donors’ addresses, 

Hires professional fund raisers, but not on a fixed-fee basis. 

Enjoys a favorable charitable mail rate and tax deductions for its contributors. 

Sends potential contributors unordered gifts or tokens to encourage donations. 

A past example of unsavory solicitations was cited by former New York State 
Senator Bernard Tompkins, who described a defunct National Association of 
Employment Councils. 

This group was organized in Washington in 1955, Mr. Tompkins said. It con- 
tracted with a mailing firm to send out millions of ballpoint pens, according to 
his testimony. 

When donations came in, Mr. Tompkins said, the first $900,000 was reserved for 
the association before a single dollar was freed to help veterans. 

The epilepsy group is headed by Mrs. M. T. Broyhill, mother of Virginia’s 10th 
District Republican Representative in Congress. 

Officers of the epilepsy association who will testify, besides Mrs. Broyhill, were 
listed as Harold Babbitt, vice president; S. Miles Montgomery, secretary-treas- 
urer; Alphonse Migliaro, executive director, and Alfred D. Stuart, a certified 
public accountant. 


[Washington Post, July 1, 1958] 





D. C, CHARITY Unit RApreD sy BLATNIK—EPILepsy Group REPLIES TO CHARGE 
ON FuNp RAISING 


Chairman John A. Blatnik, of a House investigating subcommittee has accused 
the Federal Association for Epilepsy at 1729 F Street NW., of collecting $500,000 
in donations last year and aiding only 9 patients. The organization immediately 
accused Blatnik of publicizing a half-truth. 

The Minnesota Democrat called the organization’s leaders, including its presi- 
dent, Mrs. M. T. Broyhill, mother of Representative Joel Broyhill, Republican of 
Virginia, to a hearing before his Government Operations Subcommittee on 
Wednesday. 

In a hearing today, the subcommittee will hear background testimony about 
the operations of charity promoters and fund solicitation from other witnesses. 
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HEARING TODAY 


In his statement, Blatnik said his group will “look specifically into the activities 
of the Federal Association for Epilepsy * * * which last year raised almost one- 
half million dollars and provided care for only nine epileptic children.” 

The federation’s executive director, Alphonse Migliaro, retorted : “This is a 
half-truth, and Congressman Blatnik knew it when he said it.’ 

Migliaro said that his organization has been setting up a new facility near 
Leesburg, Va., for caring for children, and is only getting started accepting 
patients there. 

He said the association had 20 children under care last September at its former 
facility at Ruxton, Md., and has recently added 5 more patients at Leesburg to 
the 9 Blatnik cited. He said 60 applications are now being processed. 

The executive director said his group took in $482,000 during 1957 and spent 
it in this way: $61,000 for direct assistance to epileptic children; $10,000 for 
back salary to the late Dr. Henry L. Bowditch, one of the founders of the organi- 
zation; $114,000 for a general fund and downpayment on the Leesburg facility ; 
and $297,000 for public education, fund raising, administrative expenses, and 
other activities. 

HAS SIX EMPLOYEES 


He said the association had 6 employees in its headquarters and 25 more at 
the Leesburg home to take care of the children. 

Blatnik told a newsman yesterday that his investigation, which would probably 
go on for more than a day, is not intended to cast doubts on worthwhile charities, 
but to reveal cases where promoters are raising money at great expense. 

One of the points the subcommittee is primarily interested in, a staff member 
said, is the association’s fund raising, which for the past 2 years has been con- 
tracted to Harold A. Keats, former national commander of AMVETS 

In February, the House Veterans’ Affairs Committee made a searching inquiry 
into the affairs of Keats’ National Association of Veterans’ Employment Councils. 
No report on this investigation has yet been made. 

Blatnik said his subcommittee did not plan to call Keats to testify. Migliaro 
said Keats was dismissed by the association’s executive board last Wednesday. 

Mr. MinsHauu. Mr. Chairman, may I see those clippings, please 

Mr. Kircorr. Yes. Go ahead, Mr. Meader. 

Mr. Meaper. I believe it is on page 5 of your statement, Mrs. Broy- 
hill, that you refer to the employment of Mr. Keats. When did you 
employ Mr. Keats asa professional fund raiser ? 

Mrs. Broyuiti. I do not remember exactly the date of the first con- 
tact with Mr. Keats. It was after we moved the children to Brent- 
wood, Md. Mr. Migliaro, who is now serving as executive director, 
and who had helped us in two previous telethons, introduced him to 
us. 

Mr. Migliaro kept in contact with us, and gave us his suggestions 
and ideas as to how to raise money. So, one day he came over to my 
office on Lee Highway and said he wanted to tell me about someone 
he had met who was raising money along the lines I had suggested 
before to Mr. Babbitt and Mr. Migliaro “and many members of the 
committee. That was to enter the field of mail ¢ ampaigns, something 
similar to Sister Kenny and Boys Town and these other organizations 
that mail out little Christmas seals, and whatnot. 

But we did not know how to do it and what the approach was 
He said he had met someone who was doing this now and had been 
quite successful. I asked him to bring him over to my office, which 
he did. 

When I met Mr. Keats, I questioned him to find out what he was 
doing and how he had done it, and his ability as such a person, and 
also to find out if he would be interested in our cause, since we had 
a type of disease that nobody wanted to work with. It was a repulsive 
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disease and something people felt had no appeal to the public. I want 
to assure you gentlemen the day I talked to Mr. Keats I practically 
almost urged or pled with him to become interested in our program 
and to assure him that, if God helped us, nobody could defeat. us. 

It was after much urging and pleading that Mr. Keats, himself, 
was convinced that perhaps he could do something. He said, “I will 
test it. We will try some tests to see whether or not the appeal to the 
public will mean anything.” He said, “You understand, Mrs. Broyhill, 
that there are some things that appeal to the public, but I don’t know 
what on earth you can say or do, or what kind of pictures you can 
show. You cannot show epileptic seizures. You cannot show such 
repulsive things as that.” 

It was through this interview that he agreed to take us on and run 
mail-campaign tests to see whether or not it would appeal to the 
public. That was the trial-and-error method I mentioned in my 
prepared statement. We tried many things. 

Mr. Meaper. Did you enter into a written contract with Mr. Keats, 
Mrs. Broyhill, concerning his employment for this purpose? 

Mrs. Broyutnn. Yes. Yes; we did. 

Mr. Meaper. Do you have a copy of that contract ? 

Mr. Mappen. Yes. Perhaps the committee staff has its copy at hand. 
They have all of these documents, and have had them for several 
months now. 

Keats, ALLEN AND KEATS, PuBLIC RELATIONS, 
Washington, D.C., January 22, 1957. 
Mr. HAROLD BAssitt, 
Secretary-Treasurer, Federal Association for Epilepsy, Inc., 
Washington, D.C. 

DeAaR Mr. Bassitr: We submit this letter for your approval of the mailing 
of 250,000 pieces of mail similar to the previous mailing of the household seals 
with some leeway for testing new letters, all copy, of course, to be approved 
before mailing, by you. As before we will submit the bids on all costs for your 
comparison with other sources of supply. 

It is understood, of course, that this letter is a continuation of your approval 
of Keats, Allen and Keats as the exclusive agents for direct mail for the Federal 
Association for Epilepsy, Inc., and the National Children’s Rehabilitation Center. 

We will use our best and most diligent effort to produce the best mailing at 
the lowest cost and will continue to plan ahead so that this method of raising 
funds for your organization can be long range in planning. It is understood 
that the Association has the responsibility for all of the mail and our firm has 
the function of advisor on the mailing. We also will create all mailing pieces and 
write all necessary copy. In addition, we will do all of the work necessary to 
obtain the proper list, furnish all the experience and knowledge necessary for 
the success of a national or local mailing. For our services we will be paid 15 
percent of the gross cost of the mailing per thousand. This will apply to all 
costs excepting that of postage, such costs being calculated on materials and 
labor necessary to get the mailing into the mail but does not include the cost 
of processing mail after it is received. 

At the time when the mailing gets into the greater volume we agree to reevalu- 
ate the fee, and make what arrangements are necessary to make the fee an 
equitable and proportionate one. 

Sincerely, 
Haron A. KEATS, 
Keats, Allen and Keats. 

I understand that this agreement cancels any prior contracts. 

Approved : 

HAro_p Basgsirtt, 
Secretary-Treasurer, Federal Association for Epilepsy, Inc. 
JANUARY 24, 1957. 


31092—58——-4 
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AGREEMENT 


This agreement is entered into this Ist day of July 1957, by and between the 
Federal Association for Epilepsy, Inc., and the National Children’s Rehabilitation 
Center, a nonprofit corporation, hereinafter referred to as “FAE” or “Employer,” 
and Harold A. Keats, hereinafter referred to as “Keats” or “Employee,” upon the 
following terms and conditions: 

1. This contract shall be in full force and effect for a term of five (5) years 
from its date of execution, commencing on the Ist day of May 1957 and ending 
on the 30th day of April 1962. 

2. At the expiration of such five (5) year term, this contract shall be auto- 
matically renewed for another five (5) year term, unless either party shall give 
written notice of its intentien to terminate to the other party at least three (3) 
months prior to the termination date. No further act, consent, writing, or agree- 
ment shall be necessary to effect such renewal. 

3. FAE hereby employs Keats as its exclusive Employee Director in charge of 
direct-mail fund raising during the term of this contract. 

4. Keats hereby agrees to act as advisor to FAE on all direct-mail fund 
raising the latter shall engage in; to develop successful fund-raising campaigns 
by mail, at the lowest cost, providing the necessary creative and promotional 
ideas for that purpose; to create all mailing pieces and write all necessary 
copy; to obtain mailing lists and provide for their proper testing, coding, use, 
development, maintenance, and control; to prepare complete coded mailing 
pieces and do everything necessary to get them in the mails in accordance with 
the provisions of this contract; and to furnish all the experience and specialized 
knowledge necessary for the successful conduct of national or local mailings. 

5, For the services to be performed and furnished by Keats under this agree- 
ment, he shall be paid a salary of $11,000 per year. This salary, however, shall 
be subject to adjustment, being increased or decreased depending upon the 
amount of work actually performed by Keats on behalf of the organization. The 
said amount of work performed shall be measured by the number of pieces 
actually prepared, made ready for mailing, and actually dropped in the mails. 
The salary stipulated above is based upon an anticipated successful mailing of 
one (1) million pieces. If through his initiative and endeavors Keats is able to 
increase this mailing during any one year, then in that event he shall be enti- 
tled to a proportionate bonus. If, on the other hand, Keats is unable to mail the 
anticipated amount, then his salary shall be subject to a proportionate reduction. 

It is understood and agreed that such direct-mail fund-raising programs are 
being conducted by FAE and that all funds derived therefrom are its property 
and that Keats shall have no percentage interest whatsoever in such contribu- 
tions. 

6. All costs of such mailings shall be borne by FAF, and shall be paid from 
the first receipts derived from such direct-mail campaign. Provided, however, 
that if requested by FAE in writing, Keats shall obtain and provide the neces- 
sary money or credit to cover the cost of getting the mailing into the mail, and 
shall be promptly reimbursed therefor by FAB from the first receipts as provided 
above, provided, however, that FAE shall advance postage for mailing. 

7. No presentation, literature, correspondence, or mailing piece shall be mailed 
until samples thereof have been submitted to FAE and its written approval 
obtained by Keats. 

8. Prior to any mailing, Keats shall submit a schedule of all costs involved in 
getting the mailing piece into the mails. FAE shall have a reasonable oppor- 
tunity to make a comparison of such costs with other sources of supply, and, if 
it desires, may direct Keats to secure the necessary supplies elsewhere if they 
can be obtained at a lower price for comparable quality. Provided, however, 
that if supplies are thus obtained elsewhere, FAE shall then have the obligation 
of providing the necessary money or credit therefor, and Keats shall be relieved 
of any duty in this regard under Paragraph 6, supra. 

9. All incoming mail received as a result of mail campaigns conducted here- 
under shall be opened, processed, sorted, and recorded daily as it is delivered, 
and all accumulated mail shall be processed within the week it was received 
by FAE, which shall maintain an adequate staff and personnel for that purpose. 
It is further agreed that Keats shall have the right to inspect processing 
operations, and shall make recommendations concerning the methods and pro- 
cedures to be employed. 

10. FAE agrees that it will apply and use all funds derived from direct-mail 
fund raising hereunder for such purposes as may be represented by it in any 
mailing piece, correspondence, or literature placed in the mails. 
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11. It is understood and agreed that Keats is not a full-time employee of 
FAE, but that he shall devote as much time as is necessary in order to properly 
perform his services under the terms of this agreement. Keats shall be en- 
titled to engage in any and all other types of activity, whether similar or dis- 
similar, without in any way breaching the terms of this agreement. 

12. The parties agree that customary and modern bookkeeping and account- 
ing methods shall be employed by them and that either party may have rea- 
sonable access on reasonable notice to the books and records of the other per- 
taining to the operation of this agreement. 

13. Should mailings become impossible because of an act of God, war, strikes, 
riots, floods, fires, accidents, or other causes which are beyond the reasonable 
control of the parties, or because of any law or regulation of any State or the 
Federal Government, then, for the period of such inability, this contract shall 
be suspended until mailings are again possible. If such period of suspension 
exceeds two (2) years’ duration, then this contract shall automatically termi- 
nate. 

14. If either party hereto shall fail to fulfill any or all of its covenants and 
obligations, then the party not in default may, at its option, terminate the 
contract. Such termination, however, shall not relieve either party of is obli- 
gations or liabilities incurred prior thereto. 

15. Whenever a notice is required to be given under this agreement, it shall 
be given in writing and sent to the last known address of the party via United 
States Registered Mail, Return Receipt Requested. 

IN WITNESS WHEREOF, the parties have caused this contract to be signed, 
sealed, and executed in duplicate as of the day and year first above written. 

FEDERAL ASSOCIATION FOR EpILepsy, INC., 
By Harovp Bassirt, Treas. [L. S.] 
Haroip A. Keats [L.S8.] 


AGREEMENT 
May 31, 1957. 

This ugreement is entered into this Ist day of July 1957, by and between the 
Federal Association for Epilepsy, Inc., and the National Children’s Rehabilitation 
Center, a nonprofit corporation, hereinafter referred to as “FAKE,” and Harold A. 
Keats, hereinafter referred to as “Keats,” upon the following terms and 
conditions : 

(1) This contract shall be in full force and effect for a term of five (5) years 
from its date of execution, commencing on the Ist day of May 1957, and ending 
on the 30th day of April 1962. 

(2) At the expiration of such five (5) year term, this contract shall be auto- 
matically renewed for another five (5) year term, unless either party shall give 
written notice of its intention to terminate to the other party at least three (3) 
months prior to the termination date. No further act, consent, writing, or agree- 
ment shall be necessary to effect such renewal. 

(3) FARE hereby engages and retains Keats as its exclusive broker for the pro- 
curing of mailing lists to be used by FAE in its direct-mail, fund-raising cam- 
paigns. To this end Keats may purchase or rent lists from his own sources or 
from any sources whatsoever, provided, however, that the rental or purchase 
prices for such lists are in accordance with standard list price or rental prices 
and upon terms acceptable to FAE. 

(4) (@) During the term of this contract, the lists procured by Keats may be 
used for direct-mail campaigns conducted by FAE. FAE agrees that after all 
contributions have been removed from envelopes received in response to fund- 
raising campaigns, it shall forward such return envelopes to Keats each business 
day for the purpose of analysis and recordkeeping. Keats shall maintain a list 
of the names of the contributors returning envelopes and shall keep the list cur- 
rent, clean, and usable for direct-mail appeals. Upon written request from FAB, 
Keats agrees to return all return envelopes to FAK after he has made such use 
of them as is necessary for the purposes of analysis and recordkeeping as herein 
provided. 

(b) Notwithstanding the foregoing, FAE agrees that, if it has been duly noti- 
fied in writing that the owner of any list procured by Keats under this contract 
requires the return of all envelopes received in response to a mailing, FAE will 
immediately return such envelopes to the list owner after processing same. FAB 
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and Keats agree that neither will prepare a list from the names contained on 
such return envelopes. 

(5) The legal title and ownership of the lists prepared by Keats in accordance 
with the provisions of Paragraph (4) (a) shall be governed by the following 
provisions: 

(a) After obtaining prior written approval of the FAE, Keats may rent such 
lists to noncompetitive mailers whose use of such lists will in no way result in a 
disservice to, or in any way harm, the FAE. In renting such lists under the 
terms of this contract, Keats agrees to follow standard list-rental procedures and 
good business practice. After deduction the cost of reproducing the lists for 
rental, Keats and FAE shall share the net rental fee on the following basis: 
FAE to receive 50 percent of the aforesaid net rental fee and Keats to receive 
50 percent of same. 

(b) FAE may rent the lists to others as per above terms, but it agrees not 
to do so without prior consent with Keats. 

(c) Upon the expiration or termination of this agreement for any reason, 
FAE shall be entitled to one copy of such lists, and thereafter each party hereto 
shall be entitled to use such lists as they shall see fit. 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be 
signed, sealed, and executed in duplicate as of the day and year first above 
written. 

FEDERAL ASSOCIATION FOR EPILEPSY, INC., 
FO fF tia tsb ke cccalip tubes & cede encoun [L. 8.] 


pai cieapes pack nici clad nme nam geddmt anes [L. 8.] 
Harotp A. Keats. 


NOVEMBER 29, 1957. 
Mr. Harrop KEAts, 
1706 Rhode Island Ave. N. W.., 
Washington, D. C. 

DraR HAL: I have read your proposal with regard to rental of lists and have 
discussed it with other members of the Board. There are a number of factors 
in this proposal which we do not believe we can put into effect because of the 
nature of our organization. 

The most disturbing feature about the proposal is the suggestion of a joint 
bank account. While the legalities involved in such an arrangement would 
probably pose no problem, we do not feel that we could morally defend it since 
it would give some degree of control over Association funds to one over whom the 
Association has little or no control. 

Moreover, the implication of the proposal is that the funds for the account 
would be furnished by the Association. This would further imply that, should 
any losses be incurred in the venture, they would be borne entirely by the 
Association while profits from the venture would be equally enjoyed by both 
parties to the agreement. 

Another suggestion in which we find it difficult to concur involves the pro- 
cedures outlined for billing and keeping books and files of invoices, records of 
shipment, ete. It has always been our understanding that all recordkeeping and 
list control would be a function of our staff, which would work under your 
guidance but under the Association’s control. 

Insofar as billing is concerned, we have always understood that the FAE 
is the rental agent and that all billings would be done by it, with you acting 
as its broker. 

There are, in addition, a number of questions which your letter raises in our 
minds. For example, you point out that we are renting the lists for $25 per 
M through a broker, but that the net proceeds from such rental will be $20. Does 
this mean that we are obliged to pay a 20-percent brokerage fee for rental of the 
lists in addition to 50 percent of the net to you as our broker? If this is so, 
brokerage fees alone will cost the Association 60 percent. Add this to the cost 
of reproducing the lists on labels and/or envelopes for those renting the list, 
plus the portion of the cost for reproducing the list on scriptomatic masters ap- 
plicable to each rental, and the Association may very well be in a loss position 
before it starts. 

This, of course, raises another question. What is the cost of reproducing labels 
and by whom is it borne—the group renting the list or us? 
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We will need some clarification on these points before we can proceed further. 
Please advise me of your views on this matter at your earliest convenience so 
that I may be in a position to intelligently discuss it with other members of the 
Board. 

Sincerely, 
HARoL_p BABBITT, 
Secretary-Treasurer. 

(For letter canceling contract see p. 1338.) 

Mr. Meaper. Mr. Chairman, maybe counsel had some plan to de- 
velop this. I do not care to go ahe: ad if he had some line of questioning 
to bring out the facts and make the record. 

Mr. Praprncrr. We do have : a line of questioning. 

Mr. Meaper. Why do I not defer questioning until I see whether 
counsel covers what I had in mind? 

Mr. MinsnHatu. I will defer any questions until after counsel has 
finished, also. 

Mr. Kizecorr. Allright. You go ahead, Mr. Plapinger. 

Mr. Mappen. Mr. Chairman, I think this will be agreeable with 
counsel. Mr. Babbitt here, on the details of this contract and on the 
actual mechanics, if you would permit him to inject answers, it might 
be more clear. 

Mr. Kircore. That will be perfectly satisfactory. 

Mr. Mappen. Fine. Thank you. 

Mr. Priapincer. Mrs. Broyhill, in the articles of incorporation, the 
purposes of the corporation are— 
to promote, develop, and maintain, and/or conduct and assist in the promotion, 
development, and maintenance, and/or conducting of clinics, schools, hos- 
pitals that must be employed, agencies and any other facilities or means for 
treating, educating, training, obtaining employment for, giving aid to, or in any- 
wise helping epileptics. 

Will you tell the committee what the association has done with 
respect to conducting—— 

Mrs. Broyuitnt. And what we are doing. 

Mr. Piapincer. Clinics, schools, camps, and employment agencies ? 

Mrs. Broyuint. You must remember this organization is only 4 
years old. I read in the statement that I have just given you the things 
that were our handic aps in the beginning and why it was so hard for 
us ever to get started in the first place. Finally, once we had found 
the location and could get moved into it, then we could really begin 
in the campaign and start working on all of the things we had dreamed 
of doing and for which we set up our organization. 

I would like to read here what the Federal Association for E pilepsy 
stands for and what it does. I would like to read it so you can have 
it in your minutes, also, 

The Federal Association for Epilepsy is a general charitable or- 
vanization dealing with all of the problems of epileptic s everywhere. 

The primary and main purpose of the organization, as many other 
charitable organizations, is to furnish public inform: ition as to what 
epilepsy is and the need of research in this special field of brain dam- 

age and to educate the public to recognize symptoms of the disease, 
how to cope with it in the home, and to educate the public to accept 
epileptics as such and then give them an equal chance in society. 

In my opinion, this, without question, is the most expensive part of 
a program in any charitable organization. Money solicitation com- 
mingles with this need. 
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One of its chief aims, as is so stated in the charter that you have just 
read, is to establish a hospital-school, modern and scientific, in a lovely 
environment—something that would be uplifting to the morale of 
patients as well as parents who left them there. 

Our organization handles hundreds of calls monthly on referrals, 
placement, intake, consultation, processing the requests for grants, and 
so forth. 

The general work we do and are doing now in our office is: We co- 
operate with rehabilitation councils, seminars, explaining epilepsy 
we participated in President Eisenhower’s Committee to Aid the 
Handicapped. W e are doing research work and exploring the possi- 
bilities of opening up an E pihab, such as California has, here in the 
Washington area. This is a job-training plant for adult epileptics. 
Our organization is represented in a national committee of 9 to set up 
a national organizational uniting some 35 or 40 small groups through- 
out the 48 States in 1 united front in a crusade to help the epileptics. 

This much we have been able to accomplish, and doing this I feel 
in the past year is our first real progress toward all of the things men- 
tioned in the charter. We have gotten our baby out of the incubator. 

Mr. Prartncrr. You referred to educ: ating the public and I believe 
you mentioned in your statement educating the public through your 
appeal. What form has that education taken ? 

Mrs. Broyuiti. Well, of course, you understand, every time a lette: 
goes out or a letter come into the office they are asking for informa- 
tion on what epilepsy is, and for different problems they have where 
they can get help. We have to have these pamphlets gotten together 
and assembled and printed and be able to furnish them to the public. 
We could never have started any mail campaign without, first, going 
out into that mail campaign with the information we had to educate 
the public. 

Of course, naturally, we wanted money, and were hoping they would 
send it to us, but, first of all, had to come education of the public. We 
wanted every citizen of the United States to know what we were trying 
to do for the epileptic and to know what could be done for them once 
we all entered the field on a united front. 

I believe the questions you asked me as to the literature that Mr. 
Migliaro could perhaps answer for you better than I could, because 
in the different letters we sent out with the different tests we made, 
maybe in 1 group of 500 names we mail out we would send out 1 
type of literature, and maybe another type in another group. Test- 
ing, testing, testing, to see what the response of the public would be; 
how what we had set down would appeal to the public. 

In other words, you have to get across to the public what you are 
trying to do, or else the public i is not interested and you just never 
get anywhe ‘re. This is one of the types of letters we sent out here, 
telling the people what we have done. There are some letters per- 
haps that are not as effective as this, and we did not use them. They 
were only tests. The first year of our mailing campaign practically 
was testing. 

Mr. Praprincer. What would you cite in that letter, for instance, 
as being in the realm of public education ? 

Mrs. Broyrnity. May I read it? 

Mr. Praptncer. Surely. 
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Mrs. Broruitt. It reads: 


ANOTHER TRAGIC VICTIM OF REJECTION 


DEAR FRIEND: There are thousands of boys and girls in this country who are 
rejected every day—rejected by playmates—rejected by neighbors—rejected by 
schools. 

They can only look forward to a future of continued rejection. 

The fault is not theirs. They have no contagious disease. But they do 
suffer from epilepsy—a condition which is greatly misunderstood and, there- 
fore, greatly feared. 

Most epileptics can lead normal lives. Many have led great ones—including, 
for example, Julius Caesar, Lord Byron, and Alexander the Great. Seizures 
can be arrested or controlled in 3 out of 4 cases. 

The Federal Association for Epilepsy has founded the National Children’s 
Rehabilitation Center at Leesburg, Va., to offer our professional services and 
facilities to as many unfortunate children as possible. 

Costs for this treatment are far beyond average family income—but here the 
cost is shared by good people who believe every child is entitled to “an equal 
share of life.” 

Please accept these useful seals—and send your contribution—$1 or more— 
or as much as your heart tells you to give—in the enclosed envelope today. 
Your help is urgently needed for this heartwarming program. I know you 
will be as generous as you can. 

Mr. Mappen. Read the other side. 

Mrs. Brorniti. And on the back of this is a picture showing the 
“before” which is the house on Rhode Island Avenue where we housed 
the children when we first took them over, and in the lower corner 
it shows it after we bought the Leesburg place and how that looks. 
It goes on to say, “This needed program to help epileptic children 
was started in 1937,” and gives the history here. On the bottom it 
says: 

In the new National Children’s Rehabilitation Center, the Federal Associa- 
tion for Epilepsy is providing treatment and educational facilities for more and 
more epileptic children. 

The center, fully licensed, operates under the guidance of a medical advisory 
board of 12 prominent physicians. 

Here on 200 acres, the children live in a homelike atmosphere of love and affee- 
tion, without the constant rejections they would meet in their old environments 
Here they are accepted and most of them someday, their seizures arrested or 
under control, will take their places as normal people in our society. 

To some this may seem a small victory, but it is one we think you will be happy 
to share. 

Do you have a copy of the brochure we prepared? The big bro- 
chure / 

Mr. Mappen. Yes, if he wants that. (The brochure appears on 
p. 220, as exhibit 2.) 

Mr. Piaptncer. Mrs. Broyhill, one of the things that concerns us 
is that this, of course, is in a fund raising appeal. In your state- 
ment, for the year ended December 31, 1957, your campaign expenses 
after operating receipts are given as $465,000—in round figures, your 
campaign expense is indicated as $173,532.90. Printing and publi- 
cations is $71,168.05. Public information and education is $35,- 
529.47, 

I assume that what you have done here is allocate—and correct 
me if I am wrong—allocate out of your fund-raising appeal $35,- 
529.47 to public information and education. Am I correct in that ? 
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(The material referred to is as follows:) 


Federal Association for Epilepsy, Inc., statement of operations for the year 
ended Dec. 31, 1957 
Operating receipts: 
CNR. ois dod. Basia lives ca ate etnceste rect des $465, 204. 99 
Oe a cee 17, 503. 20 
— — $482, 708.19 
Operating expenses : 


SOs DRDIN ont ciccremcniunesneeiuains 173, 532. 90 
National Children’s Rehabilitation Center (sched- 
NR TN sie st cite esl, sti tabaisg bin ees deeeiecns 71, 448. 92 
Pristing: AW PUDUCRIIONS. 6. Se5 6. cened~ dive t na 71, 168. 05 
Public information and education__.__.__.__---_-~- 35, 529. 47 
Administrative (schedule B-2)~-----------_--- 16, 4 43. 40 
—————-__ 368, 122. 74 
Net increases to @eneral LNW a o.~ sen eda ei enedcus es 114, 585. 45 


Mrs. Broyuity. I think I would like to have this question answered 
by Mr. Babbitt who handled the mail campaign. 

Mr. Puarrncer. All right. 

Mr. Bassirr. The first thing I would like to say is that this state- 
ment was not made up for any purpose such as deriving the type of 
information that you are requesting. This statement was made up on 
the basis of explaining the operations to the members on an efficient 
basis without paying an accountant an exorbitant sum to go into each 
and every item toa degree far beyond what we have done ‘here. 

However, I think I can say this: This campaign expense that you 
are asking about is not only in the area of fund raising but it covers 
the entire area of any campaign, such as public education. 

Mr. Piaprrneer. One of the things that called my attention to this 
item, Mr. Babbitt, is the fact that in the campaign expenditure under 
the auditor’s allocation of expenses in arriving at this figure for Mr. 
Keats, $6,000 in one instance and $19,000 in another instance is all 
charged to public education and information while I understand that 
Mr. Keats principal duties were in connection with the public appeal 
for fund raising. 
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(The following material was supplied to the committee :) 


FEDERAL ASSOCIATION FOR EPILEPSY, INC. 


Allocation of expenses by association auditor, 1957 


Campaign Public edu- | Printing and 
| expense cation and | publication 
} information 





TROGee lates, TR Pres 225s. ee LNA aS ee ee $11, 808. 80 
Names, G. R. Bryant Eee iwi eeken Geno | $14, 580. Ghia tet os ee 
Names, G. R. Bryant and st: aff. __- Leciiiecnnpiacemeceree | 5. 00 <a Nid in Ree, 
mee Certified Bio. Serv._..___- dacs seated e 450. 00 eae gre ste ty Oe 
Columbia Envelope Pica caedamce Raia dsebeaie Bsc <a ie ioaceleccaeae 18, 014. 95 
Oo Se a ee ee ee be Sedan See Bist Fi Oe Ca i iaicies icctecdlice nab tce eae ed 
Excello Press, letters and labels__- stb hn dh dilieidenis A tae a cadet x 5, 890. 33 
Garden City Envelope WOeasssaseccctrescaese eee Cetacem seat : | 22, 585. 48 
a iceiead sales acca sshheaaibigeseah tion ianeet aden Gana Sere $6, 000. 00 |__- re 
R. J. Kittredge & Co , letters. eee Oe he os mated es ’ aa 3, 850. 00 
Names Unlimited_.- sigsaehs ssSbteseiioscirpcaleh a ciaed  eAbsswsadpo aiepaan Gaaeie 75. 00 | 
Spiral Enterprises, Seniee <2. $obccaansaanes 6, 725. 00 5 a 
I No ga lati ailing ac denies lac ests pel = 23, 513. 75 sw sol beaming 
a ne Se | SOE Un kon cecal ss 
Capitol Ma en ey ee | SI CN so Acusscensnienaial aoa anal 
UN a nna, a alten Seana thats honaialaana an ae aN $i EE Ese dccsapetanndintec oe ee 
IN aries tate ls cnkin acs iia loa pimpin cia lemae eEaaaed on By Oe Be lin connate 
Pennics and postage, mailings 6 and 6A___- cate aiaticsncekeliictaiaaioaa eae Pe Patcacctanasastiensanss rhe 
i ER Se es SS Bee os ane : | 8, 809. 48 
Capital funds campaign..........................-.. ae | 351. 19 | aOR Sh na 
A ne See ees (ja ee 
SE Cr I oi ee nce dads sce ae ete te ee 
i tal cd aaa dacin kik Aime ke amo | INS Eciosno-parsavewscratbaintet iene 
N.C. R. C. mailing costs__............ SETS | ee. 1, 450. 00 . cS 
New Century, mailings 6 and 6A.............-....-....- | Si Wee lances eee 
Payroll taxes (processing salaries) __..............-___- aieswost SN ha esse 
(TR pec ee Soumiap aad 11, 008. 39 a : 
Photos and printing. Sta ie erence nasts = pashnarcainbeinial acinaahaae aaveemie 315. 45 : 
en BEES 6 crc cn ccocanns sah uabaaeinite anaeekelioe ee tae Pace | eS 
Public relations____.......-- aoa ahatedatie a siaame sisne Pama aden cake 1, 927. 85 7 r. 
TV broadcasting time. Satie catateeibiaammmnen emo ee ois Je 1, 458 97 


Salaries 
Travel.. 
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Reallocation of costs by committee staff 


Public National 
List F.A.E.| educa- | Admin- Mail (Children Tele- Print- 
rental | school | tion and | istrative cam- Rehabil-,| rama ing and Total 
ex- expense | informa- | expense paign itation costs publica- 
pense tion expense | Center tion 


expense 


Total, as shown 
per hooks, Dec. 
|: $4656. 88 $71,448.92) $134,332.52 $16,132.44 $134,422.63) $310. 96 $11,008.39)_________|$368,122.74 


Total, as shown 
on financial 
statement, Dec. 


31, 1957-- - Mines ..------| 35, 529. 4716, 443. 49/173, 522. 90/71, 448. 92 ‘ 71, 168. 05)268, 122. 74 
Fund-raising| Operating A dministra- 
costs expenses tive expenses 
Lists of names $24, 538. 83 
Household labels 38, 800, 22 
Letter shop, pennies and postage 132, 663. 71 
Salaries, professiona! fund raisers 28, 757. 30 
Salaries, mail processors , 7, 876, 15 
Envelopes 27, 184. 35 
Printing 6,517.78 $315. 94 $24. 48 
Promotion and public relations. —- 9, 934. 63 
Armored car service 336. 00 
Travel and entertainment ‘ 549. 64 42. 62 
Advertising 2, 473. 15 77. 42 15. 84 
Telephone 446. 32 930. 06 939. 62 
Insurance 152. 34 1, 540. 94 549. 53 
Salaries, employees - -- 41,077.75 8, 237.75 
Rent 2, 820. 00 2,090. 00 
Supplies _- 1, 523. 02 1, 718. 39 
Repairs and maintenancs 1, 636. 53 348. 37 
Utilities 2, 474. 14 176. 31 
Food costs 5, 334. 61 
Laundry 796, 87 
Storage __- 287. 54 
Medical fees 249 00 
Legal and accounting 899. 00 717.41 
Miscellaneous 2,011. 88 770. 36 
Brentwood expenses 2 9, 742. 56 
Equipment rental_-- 346. 04 
Interest 198. 34 
Total 280, 230. 42 71, 759. 88 16, 132. 44 


Included is $1,873.83 worth of accounts payable at Dec. 31, 1957, for which no breakdown was furnished 
2 No breakdown furnished as to what this amount was actually for upon transfer to NC RC at Leesburg 
Dr. and Mrs. Bowditch kept these records and they were unavailable for scrutiny 


FAE Inc. 


The foregoing schedule is an attempt to present a clearer picture of the opera- 
tions of the FAE during 1957 by reallocating costs to their rightful category. 
However, much of the distribution of the expenses was taken from the books and 
records as kept by the bookkeeper under the direction of the executive director. 


Fund-raising costs $280, 230. 42 
60 percent 

Total contributions ; 165, 204. 99 

Operating expenses 71, 759. 88 

14.8 percent 

Total operating receipt 3 : 182. 708. 19 

Administrative expenses _ - 16, 132. 44 
- 3.3 percent 

Total operating receipts _ _- 1 482, 708. 19 


1 Includes income from all sources: Contributions, list rental, Brentwood and NCRC fnition ete 
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RECONCILIATION OF AUDITOR'S AND COMMITTEE STAFF ALLOCATION OF EXPENSES, 
FEDERAL ASSOCIATION FOR EPILEPSY, INC. 


Statement of operations for the year ended Dec. 31, 1957 


| Adjustments 
Per 1957 e , Adjusted 
credit report | balances 
} Debit | Credit 
Operating receipts 
Contributions 
Mail solicitations $442, 328. 84 |_....- ich acearh $442, 328. 84 
Telerama | 22, 876.15 m 22, 876. 15 
Total contributions 465, 204. 99 | } 465, 204, 99 
Hospital fees 16, 865. 70 | 16, 865. 70 
List rentals : } 637. 50 637. 50 
= | > — 
Total receipts 482, 708.19 |_- 7 482, 708. 19 
Operating expenses 
Campaign expenses | 
Mail solicitations 162, 524. 51 
Telerama 11, 008. 39 
Total campaign expenses | 173, 582.90 |{ * $3b Oe oe | 280, 230. 42 
National Childrens’ Rehabilitation Center 71, 448. 92 2 310. 96 71, 759 88 
Printing and publications | TE, TOR O68. g cscs (! $71, 168. 05)'_._._- 
Publie information and education | 35, 529. 47 (! 35, 528. 47)|_....- a 
\dministrative 16, 443.40 |__ (2 310. 96) 16, 132. 44 
Total operating expenses 368, 122. 74 368, 122. 74 
Net increase to general fund 114, 585. 45 |_. L 114, 585. 45 


To transfer back attempted separation of fund-raising costs. 
? To transfer NC RC expenses as shown per ledger, Dec, 31, 1956. 


Mr. Baspirr. I think that is a slight misinterpretation. I think 
Mr. Keats’ primary purpose was in relation to public relations and 
public acceptance. 

Mr. Piarrncer. You are not telling me that Mr. Keats had no 
relationship to the fund-raising activity; are you? 

Mr. Barprrr. No, sir; I am not. However, I would say that a 
good portion of what was paid him we allocated to that purpose. 

Mr. Puarrncer. Did Mr. Keats perform any services in connection 
with the fund-raising appeal ? 

Mr. Basperrr. In connection with the literature and the purchase 
of envelopes, letters, and all the pieces that go to make up a mailing 
package, and the apportioning of lists, and things of that type, of 
which, of course, we feel a certain percentage should go toward the 
public information and educational campaign. That apportionment 
is not shown here. 

Mr. PLapincer. Pardon ? 

Mr. Baserrr. That apportionment. 

Mr. Puaptncer. Which apportionment ? 

Mr. Bassrrr. The apportionment you are speaking of as a per- 
centage of Mr. Keats’ remuneration. 

Mr. Piaptncer. There is an auditor’s allocation of expenses that 
we have that is in accordance with your auditor’s figures; a $6,000 
payment to Mr. Keats and, further, a $19,000 payment to Mr. Keats 
under the heading “Public information and education.’ 

Mr. Bapsrrr. Yes, sir. 


Mr. PLaptncer. Which shows up on your auditor’s statement—— 
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Mr. Bassrrr. That is correct. 

Mr. Piaprncer. As $35,529.47, with some other items in here. 

Mr. Bassirr. Yes. 

Mr. Piarincer. So that this does not show up on your statement. 

Mr. Bassrrr. Yes, sir. It is in here. In other words, what was 
paid to Mr. Keats is in here. 

Mr. Piarincer. And no part of that is charged to eee eX- 
penditure. You see, one of the things that is the concern, or, at least, 
has the interest of the committee at this time, is the high cost of fund 
raising. When you say that $173,000 = all your campaign expense, 
or when you show $465,000, with only $ 173,000 for fund raising, and 
seemingly i ignore items for printing and so ation and public educa- 
tion and information which would total another $106,000, bringing 
it up to $280,000, this is something of interest to the committee. 

Mr. Bassirr. This is all I am interested in explaining. This 
$173,000 is not for fund raising. 

Mr. Piapincer. The $173,000 ? 

Mr. Basesirr. Which you just mentioned. 

Mr. Puiaprncer. As your campaign expense / 

Mr. Bassirr. That is correct. It is for all campaigns. For exam- 
ple, I believe there were telethons in there. I believe there were sevy- 
eral small campaigns of various types in there which may or may not 
have had fund raising as their object. One of the campaigns, cer- 
tainly, is public information and education. 

Mr. Piarincer. Let me say this, Mr. Babbitt. There is an item 
here, “Household labels.” Is that part of the fund-raising campaign ? 

Mr. Bazerrr. Household labels. Yes, sir. The major portion. of 
that is a fund-raising expense. 

Mr. Piarrncer. Where would this come in; as campaign expenditure 
or public information ? 

Mr. Bassirr. I believe that was in printing and publications. 

Mrs. Broyuity. In the letter I just read—— 

Mr. Piaprncer. Excuse me, Mrs. Broyhill. I believe you just said 
the telethon was education. 

Mrs. Broyuity. Definitely. 

Mr. Piaptncer. This, you consider educational ? 

Mr. Bassirrt. It isa combination. 

Mr. PLaprncer. Where you solicited funds, would you consider that 
educational ? - 

Mr. Bassrrr. If you will look down the list of the people who par- 
ticipated, you will see the majority of those people who participated 
were people who explained the problem and gave to the general public 
an idea that the epileptic was not one to be rejected, and the principal 
benefit that this organization or the epileptic derived from the tele- 
thon was definitely educational. 

Mr. Puaprncer. What part did the fund-raising appeal play in the 
telethon, Mr. Babbitt ? 

Mr. Bapprrr. It playeda portion. There is no question of it. Asto 
making an apportionment, I do not believe we have made an appor- 
tionment. 

Mr. Praprncer. Is not this the very vehicle by which you obtain 
funds? 

Mr. Bassrrr. There is no question about that; that we obtained some 
funds by that method. And, also, in the same breath, the vehicle 
by which we educate the public. 
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Mr. Piartncer. When a national organization inquires of you as 
to what percent of your contributions are allocable to costs, in other 
words, how much do your contributions cost you, would you not have to 
include in such an answer the cost of the campaign itself; what it 
costs you to pay the people to prepare these exhibits, and what it costs 
you to print and publish the literature that goes with the campaign ? 

Mr. Bassirr. Yes, sir. There is no question about it but that is 
a portion of it that would have to be applied. Our accountant is not 
here, since I do not believe he was to be called today. Since we 
found out the committee was interested in going into this percentage 
of costs, we had him prepare the complete costs, which, I believe, the 
overall figure on is 36 percent for all costs. 

Mr. Puiapincer. I am not sure I understand what that means. 

Mr. Bassirr. Fund-raising costs. 

Mr. Piapincer. The cost of fund raising is 36 percent ? 

Mr. Bassirr. That is right. 

Mr. Prapincer. Of the 

Mr. Bapsirr. Of the total contributions. 

Mr. Piapineer. Is that with respect to 1957 

Mr. Bassirr. Yes, sir. 

Mr. Piaprincer. You do not have any idea of what those figures 
are ? 

Mr. Bapsirr. They are a breakdown of these figures you see here, 
divided into fund raising and not. 

Mr. Piapincer. Thirty-six percent of $470,000 or $500,000 would 
be—— 

Mr. Bassrrr. It is $465,000. 

Mr. Piarincer. But, for the sake of round numbers, it would be 
$180,000. In other words, you would not come up with any dif- 
ferent figure, possibly, than he comes up with here. 

Mr. Bassrrr. Just that the apportionment, perhaps, would be dif- 
ferent. In other words, this was not made with a view toward the 
questions you are asking. 

Mr. Kiicore. If you will excuse me, we are discussing the situa- 
tion we have confronting us. We have a quorum call now, to which 
all of us will have to respond, and, in a few minutes, under the 
5-minute rule, we will go into the amendments to the foreign aid 
appropriation bill. If it would not materially inconvenience you, 
we would like to adjourn the session of the committee until tomorrow. 

Mrs. Broyuityi. That will be perfectly all right with me. I will 
be happy to come back, and any information I can give or help I can 

render I will be very gl: id to do so, and I am sure all of the members 
-of our association join me in that. 

Mr. Kitcorr. That attitude we appreciate very much, Mrs. Broy- 
hill and we want to thank you, on the part of all of us. I have made 
no comment prior to this time, and I wish to say that I, too, very 
much appreciate your being here. Nothing I have said or done has 
in any manner reflected on your organization. I very much appreci- 
ate your being here and presenting the information to this committee. 

Mrs. Broyuimn. Thank you. 

Mr. Kircore. Without objection, we will adjourn until 10 o'clock 
tomorrow morning. 

(Whereupon, at 11:10 a. m., the subcommittee adjourned until 10 
a.ni., the following day, Thursday, July 3, 1958.) 








FEDERAL AGENCIES AND PHILANTHROPIES 
(Part 1) 


THURSDAY, JULY 3, 1958 


House or REPRESENTATIVES, 
SuscoMMITTEE ON LeGAL AND Monetary AFFAIRS, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:20 a. m., 
in room 1501, New House Office Building, Hon. John A. Blatnik 
(¢c chairman of the subcommittee) presiding. 

Present : Representativ es Blatnik and Meader. 

Also present: Curtis E. Johnson, staff administrator; Jerome 8. 
Plapinger, counsel; Eric W. Weinmann, associate counsel; and Eliza- 
beth D. Heater, clerk. 

Mr. Buarntk. The Legal and Monetary Affairs Subcommittee of 
the House Government Operations Committee will please come to 
order. 

We will continue the hearing this morning in the matter relating 
to the Federal Association for Epilepsy, Inc. 

Continuing the presentation is Mr. Madden, legal counsel for the 
association. 

Mr. Madden, I welcome you this morning and I want to express my 
personal appreciation for the help and cooperation you gave the 
counsel of the committee and the committee staff at every opportunity. 


STATEMENT OF MURDAUGH S. MADDEN, COUNSEL, FEDERAL 
ASSOCIATION FOR EPILEPSY, INC. 


Mr. Mappen. Thank you, Mr. Chairman and Mr. Meader and gen- 
tlemen of counsel. 

Mrs. Broyhill called me at 7:30 this morning and sounded quite 
under the weather and said that she simply could not come; that she 
had terrible headaches and would like to be excused until next Tues- 
day, when the next session convenes, and she will be here Tuesday, 
Wednesday, Thursday, and Friday of next week. 

I am ver y sorry about it, but I told her I felt sure the committee 
would understand, since it was just a case of unexpected illness. 

With the Chair’s permission, I would like to call two doctors to 
the stand for a very short presentation. 

Mr. Chairman, this comes about because of your letter of June 27, 
1958, to me, where you raised three topics, which will be covered ; one, 
the purchase and operation of the National Children’s Rehabilitation 
Center, and another of those topics is the admissions policy there. 
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These doctors will not be available next week. Their testimony will 
be short, but I do feel that it is going to be very important to this 
committee to get professional information on the status of the center, 
as a hospital-school institution, which it is represented to be. 

Mr. Biarnrk. Are you ready with your doctors and would you like 
to present them at this time? 

Mr. Mappen. Yes. I would like to ask Dr. Marvin Korengold to 
give a statement in the record, please. 

Mr. Brarnix. Doctor, would you please give your full name for 
the record and a brief biographical sketch of your background and 
your professional identification, at this time? 


STATEMENT OF MARVIN C. KORENGOLD, M. D. 


Dr. Korencotp. Marvin C. Korengold. My professional back- 
ground I can gothrough rather rapidly. 

Graduated University of Minnesota 

Mr. Buarnix. Will you stop at that point? That is not casting 
any undue reflection on the University of Michigan, which we respect 
also. We do want to say we are very proud of the school they have 
in Minnesota. I was just there a few weeks ago with Dr. Barker, he 
being another famous heart surgeon and specialist in the children’s 
heart program. 

Dr. Koreneoip. I knew him quite well when I was an undergraduate 
there. 

Graduated from the University of Minnesota in 1945 in the field of 
dental surgery. In 1947, bachelor of science; 1948, a bachelor of medi- 
cine ; 1949, a doctor of medicine. 

I trained in the University of Minnesota Graduate School for 
3 years in neurology and subsequently was called to the National 
Institutes of Health, the National Institute of Neurological Diseases, 
a part of the National Institutes of Health out at Bethesda, to work 
with them for 2 years, from 1953 to 1955. 

Since then I have been in private practice at I Street, acting as : 
consultant to the National Institutes of Health and a consultant. to 
the Veterans’ Administration in neurology; a member of the teach- 
ing staff at Georgetown University; a consultant out at D. C. General 
Hospital; a consultant at Prince Georges Hospital in neurology, and 
a consultant to the school system in Montgomery County; a member 
of the medical advisory bo: ard of the Prince Georges County Cerebral 
Palsy Group; Help for Retarded Children in Montgomery County; 
the District of Columbia Multiple Sclerosis Society ; ; and the par- 
ticular group represented here, the Epilepsy Association. 

Mr. Buatnik. Just a personal question, Doctor. Who was head of 
your neurology department when you took your postgraduate work ? 

Dr. Korengotp. Dr. Baker. 

Mr. Buarnik. He is still there and he is a topnotch man. He did 
some splendid work in this whole field of neurology. I went through 
their department 3 weeks ago. 

Dr. Korencoip. He is perhaps responsible more than anyone else 
for a complete revitalization of this whole area of public information. 

Mr. Buatntx. Yes. 

Dr. Korencotp. He has taken us out of the closet, not only in this 
condition but all of the other neurologic disorders that people under- 
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stand so little about. I think a great debt is owed to people like him 
and those who work with him. 

Mr. Buarnix. I would like the record to show that we were very 
interested in the work you are doing, not only in Minnesota but in other 
schools of that type. From the background of the doctor, who appears 
to be a rather young man, I have great respect for the dedicated and 
competent and able young professional men who go through the serv- 
ices and spend a couple of years in research, not only to improve them- 
selves but to increase the reservoir of knowledge whiah is made avail- 
able to the public here. 

Dr. Korencoup. I might add Dr. Baker is a very close friend and 
coworker, as is Dr. Dione, of the University of Minnesota. 

Mr. Meaper. I noticed you were at the National Institutes of Health 
from 1953 to 1955. 

Dr. Korencorp. Yes, sir. 

Mr. Meapver. Did you happen to know Dr. Kenneth Magee? 

Dr. Koreneoip. Very well. A very close friend. A very close 
friend. 

Mr. Meaper. Well, it looks like Minnesota and Michigan have been 
pretty well staffing the National Institutes of Health in neurology. 

Mr. Buatnix. As I thought I made clear in the opening part, Michi- 
gan also is a good school. 

Dr. KorENGoutp. Yes, sir. 

Mr. BiatnrKx. Will you please proceed, Doctor ? 

Dr. Korencoip. All right. 

I thought perhaps—I was told last night that they would like me 
to come down and say a few words about this. I did not know 
whether I would be asked questions and I was told I could make 
perhaps some introductory remarks and answer any questions that 
might be put to me. 

I thought first the simplest thing I might do, since we are talking 
about epilepsy, I have grave doubts that everybody in this room knows 
what it is—even the most enlightened members in this room—because 
I am sorry to say I do not know very much about it myself, having 
worked with it for many years. There are so many areas in it still 
unknown. 

Perhaps just one moment’s diversion to what epilepsy is would help 
us understand, I think, the nature of the problem we are up against. 

Some of us have the idea that an epileptic is someone who becomes 
unconscious and foams at the mouth and may wave his arms and legs 
rather hysterically. This is really not true. A certain number of 
people with this disorder do pass out and lose consciousness and may 
stiffen out and may shake their arms and legs and have saliva drool 
from their mouths. This is a certain percentage. However, there are 
many other kinds of epilepsy equally as troublesome. There is the 
kind in which just an arm might shake, or an arm might go numb. 
Perhaps in some instances a twitching of the side of the face, or the 
thumb or finger. In some instances it is hearing unusual sounds at 
periodic intervals; smelling peculiar odors when no one else might 
smell them. 

Almost any function of our nervous system can take the form of an 
epileptic attack. Any perceptual—any type of performance our 
brain is capable of: a visual sensation, a hearing sensation, perceptual 
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in terms of the actual touching or movement—motor—in which there 
may be actual pain which may give no warning, or there may be 
warning. There may be the sudden loss of the bowel content ; sudden 
loss of bladder control. 

It may be any one of these, or any combination of these. I think 
if we understand that this is a rather wide field we are talking about, 
and a rather large number of people are involved, and particularly 
those that are in the younger age groups who are denied the oppor- 
tunities for training and are denied the understanding of an intelligent 
population, and denied the understanding even of intelligent parents— 
im the light of that the whole area of understanding and information 
becomes terribly important. 

We know how unkind youngsters can be. We are primarily inter- 
ested in this Leesburg program for youngsters. We know how 
unkind they can be if someone is a little bit fat, or skinny, or may 
have a crossed eye; but this is complete brutality which they inflict 
on the youngsters afflicted with this. They are completely ostracized 
not only by their playmates, but by everybody. 

It was because of this tremendous need for these youngsters who 
are turned away, that I am interested. There are no ‘public facilities 
for this sort of thing, and there are no schools for this sort of thing. 
IT like to think Montgomery County is one of the outstanding, pro- 
gressive educational areas in our country, but doing work for them, 
T see they do not have facilities for taking care of these kids, either. 
A youngster who has this disorder, if it is under control, can get 
along in public school; but the minute he has a spell or two in his 
classroom, it upsets the class and everyone starts to giggle, and the 
teacher is upset, and the first thing you know, the youngster is asked 
to stay at home. They have to keep him at home, or if they are 
fortunate enough to afford a private school, which is an expensive 
cost, they can obtain that. Otherwise they are asked to send them to 
State institutions. 

Perhaps you are familiar with the Anoka State Hospital in Minne- 
sota, which is an epileptic colony, where many of the youngsters with 
this sort of thing have wound up, and where they had no opportunity 
for education and vocational grouping and really full recovery. 

This was the basic problem we were up against, and my own contact 
with this organization does not go back too far—perhaps a year or a 
year anda half. The program at Leesburg began last fall some time. 

I had been in contact with the organization shortly before they 
moved. I had been in their old facility, which was not much larger 
than an ordinary city lot, with a big wire fence around it, and with 
streetcars rolling by, and children on the outside staring in, and chil- 
dren on the inside staring out. There were very poor educational 
facilities and no vocational rehabilitation facilities, and very little 
teaching staff, with teaching done only by a devoted doctor and 
devoted doctor’s wife. 

Then came this opportunity for this program out at Leesburg. 
This meant a tremendous amount to someone like myself who could 
visualize in this environment and in this atmosphere an opportunity 
for these kids to grow and to learn. 

To be sure, we have a tremendous limitation as to how many people 
we can handle there. There have been only a small number up to 
the present time. There have been specific reasons for this. 
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First of all, the facility. It is a couple of hundred acres of land 
with several buildings. The buildings are inadequate. They are 
not properly designed, but they are serving the purpose now until 
growth can occur. There is not enough room for the number of 
youngsters we would like to have. We have facilities for recreation 
there—a swimming pool, a tennis court, grounds for hiking and room 
perhaps to do a little agriculture, which is one of the most excellent 
ways to teach these people how to handle themselves; and one of the 
outstanding outlets from a vocational point of view for the adult 
epileptic is to be in a place where he can have a whole open space 
to work with. 

The facility has potential, but as far as I am concerned, as a physi- 
cian handling this thing in any way, with the care of these kids, it is 
borderline, if anything. It is meager. There have to be tremendous 
improvements in the facilities—room for vocational workshops, and 
places where they can learn not only ordinary schooling, but other 
kinds of activities as well that they might find useful when they are 
released back to society. 

Secondly, the admissions policy. Who gets in here? Anybody is 
eligible to come from anywhere in the country. There have been many 
applications from places quite far away. We have set certain rea- 
sonable criteria—the admissions board—or at least we think they 
are reasonable. We have set an age limit above which we do not want 
to admit anybody, and we have had this in the upper teens, age 18. 
But for practical purposes, we are primarily interested in the younger 
children. 

We have set an intelligence criterion. Below a certain level we 
know they are not educable. Others may speak about this later. 
We know that below a certain I. Q., no matter what you do and how 
much time and money you spend in this regard, you will not come 
out with a worthwhile result. The educator knows this I. Q. is some- 
where between 50 and 55. We have accepted this and below this 
level, except for extenuating circumstances, we do not go. We prefer 
to have them at the educable and rehabilitable level, so something can 
be done with them. 

We are not interested in taking kids who are having trouble in their 
home environment merely to act as custodians, because that is not the 
purpose of it. It is to give them a place where they can get their 
medicine and treatment, and if they need psychiatric help, they can 
get it, and psychological assistance. They can learn a trade and 
then be returned to society as a taxpayer and a useful member, instead 
of winding up in the Anoka State ¢ ‘olony to be a State charge for 
the rest of their lives. 

The admissions policy with this limited criteria is that we have 
also asked they not be psychotic and so severely emotionally disturbed 
that it would require unusually specialized facilities, because we are 
not equipped to handle this kind. 

They must all suffer from a convulsive disorder and be basically 
epileptic. 

The number of youngsters who have been admitted there I do not 
have the figures at hand, but we have passed on a certain number. 
Several have been admitted and several are waiting admission. Some 
tests are being done preliminarily to their coming in. But one of 
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the problems we have had is admitting children before we have the 
staff. You cannot have staff too quickly, and yet you cannot have 
children too quickly. We have tried to feel our way along. 

We want to have good teachers and a training program. We want 
to have good psychological assistance and vocational guidance, and 
so forth, and have tried to grow with this thing, adding a few children 
at a time, as we add to the facilities. 

It would have been quite simple to admit 20 or 30 or 40 children, 
and not bring people in to handle them. This would have been 
catastrophic. So from a numerical point of view, this does not enter 
into it, because the number of children you have is going to depend 
on what you are equipped to handle. 

The acting director, Dr. Bowditch, passed away a few months back 
and left sort of a void, just at the time when we needed him the most. 
We have been in the process of getting a new medical director. We 
have been reluctant to add any new children until the new director 
was able to come and set his own basic policy and plans, although 
several children have been recently admitted. 

We have found this sort of facility, and we certainly are looking 
toward the future, which will prove not only helpful for the children, 
but also helpful for the doctors, and helpful for all of us in the profes- 
sional field. We made contact with a couple of pharmaceutical houses 
to supply us with medication for use in trying out new preparations, 
regarding this as a research project and control study, where we can 
have children under observation 24 hours a day, and we think we can 
contribute in this regard, much as we do at NIH, and many other in- 
stitutions. 

One of the finest anticonvulsants or antiepileptic preparations came 
out of the University of Minnesota at the suggestion of Dr. Baker by 
just such a study. So we have hopes it will provide some useful data. 

Also we know a large amount of work done on asthmatics out in 
Denver at the Asthmatic Home, there was a tremendous factor in the 
control of these children, and we know it is true in epilepsy as well. 
Taking them out of the home environment and placing them in a 
more neutral atmosphere gives us an excellent opportunity for con- 
trolled psychological and psychiatric data which can be useful not 
only for ourselves, but for others. 

To my knowledge, there is no other institution in the country—there 
may be, but to my knowledge I know of no other institution—that is 
devoted exclusively and specifically to the care of epileptic children 
in this manner, where costs could become a problem to the family. 

When the children come in we hope they can be controlled and 
returned to their home environment soon, If it is a year, or 6 months, 
or several years, we are willing to go as long as necessary. We hope 
when they leave they can have some kind of education and training 
so that they can go back into society. 

We know, working with adult epileptics, and as a consultant for 
the Veterans’ Administration I deal with all of the veteran epileptics, 
and at George Washington University Hospital, where I run the Epi- 
lepsy Clinic, one of our biggest bioBleiine is trying to get these people 
jobs. However enlightened our community is, the minute the em- 
ployer hears he has epilepsy, he is not given a second’s consideration, 
despite his qualifications. So here a tremendous program of public 
information is necessary. 
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This organization and others are working with the District of Co- 
lumbia vocational rehabilitation units, as well as many others else- 
where, trying to get more information and understanding with 
employers. 

I have conferences with people like the telephone company and 
other big units in the community, trying to get them placed in a job 
where if they have a spell they will not do any detrimental damage. 
They cannot drive automobiles. It is against the District of Co- 
lumbia law and the Maryland law, and many State laws. As a 
matter of fact, in many States they are not able to marry. 

This would come closer to you. The captain of the football team 
at Minnesota in 1945, whose name I will not mention, was hit on the 
football field, and he had a convulsion in front of 50,000 people. He 
is technically an epileptic. 

Mr. Buarnik. Is that due to trauma? 

Dr. Koreneotp. Yes. He was given a bruising blow. 

You raise an important question. The causes of epilepsy are many, 
and one of the most common is injury. Youngsters who fall off a 
crib or bassinet or roll downstairs—kids hurt in ordinary child play. 
At the time the University of Minnesota had the top hockey team in 
the country—which comes back to you, perhaps—one of the star 
players was being treated by me when he was still there. He used to 
wear a helmet for his game because we did not know whether to take 
him off the team and lose games, or try to protect him. He had been 
hit with a hockey stick. 

So many people with the disorder come about it not through in- 
heritance, because it is 1 or 2 percent, but come about it in an acquired 
fashion, either through illness or injury, either as a youngster or 
adolescent. So many of the laws and regulations are very unfair. 

One of these about driving a car is excellent. They cannot drive 
until they have had 2 years without an attack. That protects all of 
us. But all of the other laws and regulations are medieval. 

What we need are not only homes like this, and more of them, 
and larger ones, but we need a tremendous public education program 
at the adult level, to teach the parent and school better understanding 
and to teach churches and all of us. 

Just the other day, one of the veterans I came to see, who is an 
attorney in government and holds a very high and responsible posi- 
tion—he happens to be a service-connected disability because of a 
plane crash in the service—and he was in a Sunday school cless teach- 
ing when he had a convulsion in front of the class. They carried 
him away inan ambulance. He said, “I can’t go back into that class. 
I am giving up the Sunday school job.” And his wife said, “No, you 
don’t. You are going back there, because if for no other reason, you 
have got to teach these kids what it means to have a little bit of adver- 
sity, and how to face it. Because if you turn and run, what kind of 
an example will you set for them ?” 

It is really such a tremendous problem that I do not want to take the 
time of your committee up in behalf of this, but if I can through 
these comments give you some idea of the scope and magnitude and 
the cause and the number and so forth, and what we are trying to 
accomplish both on the youngster level out at Leesburg, and with 
plans on the adult level, and some work already on that level, trying 
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perhaps as someone mentioned, the Epi-Hab group. Maybe you are 
familiar with it, starting out on the west coast and spreading to Long 
Island. We are giving some consideration to trying to establish a 
similar type of activity for adults—an actual factory or vocational 
plan for adult epileptics, and only hiring them and training them so 
that they can have references and move on into industry here and 
elsewhere. 

I think this in a sort of roundabout fashion gives you some of my 
ideas about this, and feelings, and I would be delighted to answer 
any questions. 

Mr. Buarnix. First of all, Doctor, your statement is most enlight- 
ening and helpful. It portrays the crying need for all of us as citi- 
zens and civic leaders, and those of us in government, regardless of 
what level we are at, whether local, State, or Federal, to work in a 
joint effort in this area, which has been terribly neglected for far 
too long. The need for doing something becomes even more apparent 
when we realize we now have the means and the knowledge, which was 
not available even a few years ago. Would I be correct in saying that? 

Dr. Korencoip. Absolutely. 

Mr. Biatrntx. We know things now that were just not known, and 
we know how to proceed in an intelligent and effective way in provid- 
ing necessary therapy and rehabilitation. We know how to give 
them the treatment and the training which will enable these people 
to be fairly successful, if not entirely so, and to be fairly useful and 
productive citizens in our society. So we thank you for this con- 
structive and helpful statement. 

Are there any questions? 

Mr. Meaper. Mr. Chairman, I am not sure I got precisely Dr. Kor- 
engold’s connection with the Federal Association for Epilepsy. 

Dr. Korencoip. I am sorry. I omitted this inadvertently. I am 
chairman of their medical advisory board. I am a member of the 
admissions committee, which is composed of a neurologist, a psychi- 
atrist, a psychologist, an educator and a general practitioner from 
Leesburg, who is on the scene. And, I am the consultant in neurology 
to the center. 

Mr. Meapver. How long have you had that connection, Dr. Koren- 
gold? 

Dr. Korencorp. Just a little over a year. I would say about a year. 
Some time last summer—early last summer, I think. 

Mr. Meaper. As I recall this contract with Mr. Keats, it was dated 
July 1,1957. So you in a sense have been connected with the associa- 
tion all the time that Mr. Keats had this fund-raising contract. Is 
that correct ? 

Dr. Korencorp. I don’t know anything about Mr. Keats. I have 
never met Mr. Keats, and I don’t know anything about the fund 
raising, or any aspect of this. 

Mr. Meaper. You have had no connection with him ? 

Dr. Korrencorp. I have had no contact with this, and my feeling is, 
one, all I am interested in is how do we get the funds to carry on the 
program, and I don’t care where we get them. So I dissociated my- 
self in every way from any type of other activities other than purely 
medical or paramedical. 
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Mr. Meaper. I do not take it from what you described your func- 
tions to be in connection with the association that you have to do 
with the administration of funds, or anything of that kind? 

Dr. Koreneorp. No,sir. Nota thing. 

Mr. Meaver. You do, however, have an opportunity to observe what 
useful work the association is doing, do you? 

Dr. Koreneorp. Yes. 

Mr. Meaper. Would you just give the committee an idea of what 
you think of the accomplishments of this association, Doctor ? 

Dr. Korencotp. I think perhaps I could compare this in some w: ay, 
since you know Dr. Magee, with the National Institutes of Health, 
because Dr. Magee and “I came there roughly at the same time. I 
was there a little bit before him. He maybe had told you at one time 
or another about the growing of the National Institutes of Health, 
and how it takes a certain length of time to get off the ground. Once 
it is off the ground you can move ahead. 

Thus, the accomplishment of the Leesburg project, and I put it 
this way, has been getting off the ground — this past year. They 
moved in last September in order to solve a multitude of wedliven 
that came up. Progress was slow in terms of getting fully staffed, 
and fully tooled up to go ahead full steam with the program. 

I think by this coming September, when the academic year begins, 
such a program will be ready for suitable operation. So I w ould say 
the most difficult year is past in terms of laboring over employees, 
nurses aids, educating aids, and this becomes a tremendous problem in 
itself. You hire people to help these children. Nurses aids, as is 
well known in all the hospitals—nurses are impossible to get, so you 
have to get the assistance of aids and attendants to help you to try 
to teach these people. You need orientation of the kitchen help, and 
people who make the beds, as to how to react to the children, and how 
to react to the problems which arise when a youngster has seizures, 
which may manifest themselves more like a temper tantrum than a 
fainting spell. 

In this regard they have made great strides. It has been a growing 
year. 

In terms of other activities, they participated in a large program of 
public ps mation which, as I have stated before, has been only under- 
done. I do not think there is any ceiling that can ever be put on the 
amount of information needed. This is one of the big features where 
we helped prepare some needed statements along with other members 
of the medical advisory board for dissemination to various groups 
throughout the country, in letting them know a little bit about what 
epilepsy is, and what to do about it, and whom to seek consultation 
with; what it means, and what it is, and what it is not. Literature at 
various levels—professional and lay. 

This has been another area. 

A third area has been the working with the District of Columbia vo- 

cational rehabilitation group. We participated in some seminars with 
them and with all of the m: jor Government groups in our program 
in trying to employ the epileptic, and employ the handicapped in gen- 
eral. Representatives of all the major Government groups, like Post 
Office, Interior, et cetera, et cetera, giving them additional data on 
the kinds of jobs these people can handle, and the attitude to take 
toward them, and have been doing promotional work with them. 
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I have had the opportunity to participate in this program, although 
I have not been basically behind it. It has been other people in the 
organization. 

Mr. Mraper. Doctor, it seems to me I saw a reference to the fact that 
this association only treated 9 children, or something like that, and 
collected $500,000, roughly. That was apparently offered as an indi- 

‘ation that the association had not really done much good. 

Do you think that is a fair way to judge the accomplishments of the 
association ¢ 

Dr. Korencoxp. I think without any attempt to offend anybody, I 
think this was grossly unfair. I think this was unfair and not true. 

Mr. Mraper. | gather from what you have said, it is primarily be- 
cause an operation of this type cannot be started out at full steam at 
once. There is a certain amount of preparation and getting ready to 
do it, and that just has no been gone through, and so it does not show 
any spectacular results, but it has to be done, and it in itself is an ac- 
complishment, that is, the organizational work is an accomplishment. 

Dr. Korencoup. That is true. For example, we were asked to admit 
a youngster with epilepsy who had also a tendency to run away. 
Apparently he had been so mistreated by his family, and so misunder- 
stood, that he ran away every chance he had. Therefore they asked 
if we would accept him. We are a beginning group and we had to 
decide, should we admit this youngster and take a chance he runs 
away from us, creating a serious incident and severely impairing the 
progress of our program when we are not equipped to handle this 
type of problem at this time. 

We rejected this youngster because we felt we did not have the a 
sonnel and facility to handle this type of problem at this time. A ye 
from now, or 6 months from now, it may be a different story, vain 
we are better staffed and better equipped. 

We have no fences at this place, and we have given them an oppor- 
tunity to live like other youngsters, with rolling grounds and play 
facilities, and woods to hike in and walk in, and grounds they can till 
if they want to, which is excellent therapy. Nothing to make them 
look different from other children. 

If we admitted some of the people who sent in applications and 
created incidents or problems for us, we were not equipped to handle, 
then we would be subject to serious criticism, and we try to avoid 
this. 

Mr. Meapver. Do you care to express an opinion upon the accomplish- 
ments, whether, in the light of the circumstances and the difficulties, 
a good job or a poor job has been done in getting this activity started ¢ 

Dr. Korencoup. In my opinion, a fantastic job has been done be- 
cause of the area that has been involved. Epilepsy is the most stigma- 
tized disease in all medicine, perhaps akin to leprosy—equally mis- 
understood—only that leprosy forms only a minute percentage, since 
there are only a handful of people in this country with this disease, 
and epileptics number 2 million—a very large number of people, in 
contrast to so many other diseases, like polio, and rheumatic fever, 
and cerebral palsy, and muscular dystrophy, that have tremendous 
public support. 

If you show a person a poster with a crippled child on it, and you 
have polio written underneath it, he reaches in his pocket; but show 








ugh 


the 


that 
and 
ndi- 


‘the 


y, 1 
rue. 
' be- 
n at 
y to 
how 
1 ac- 
ent. 
Imit 
way. 
der- 
sked 
d to 
runs 
r the 
this 


per- 
year 
vhen 


)por- 
play 
a till 


them 


and 
ndle, 
void 


lish- 
Ities, 
rted 4 
e be- 
oema- 
mis- 
since 
ease, 
le, in 
‘ever, 
1dous 


1 you 
show 


FEDERAL AGENCIES AND PHILANTHROPIES 69 


him a picture of an epileptic and they turn their heads the other 
way. 

I say a fantastic job in the sense that they have raised funds to 

carry out a program on the most stigmatized and most misunderstood 
and most unpopular disease we have in the whole field of medicine. 

[ had no idea how much funds they had raised this past year until 
I happened to read something about it in the paper a day or two ago. 
This amazes me. I can only say it is a tribute to whoever was be- 
hind this program to be able to have gotten funds for it, because it is 
difficult to get people to support such an appeal with funds, 

Mr. Meaper. Thank you. That is all. 

Mr. Biarntx. Doctor, you stated anyone eligible from anywhere 
in the country will be admitted. Do you have any restrictions on the 
color ? 

Dr. Korencorp. We have no restrictions of any kind. Each patient 
is to be admitted on the merits of the case. 

Mr. Biatntk. On the basis of his medical history ? 

Dr. Korencop. We would not admit a Negro youngster merely 
because he was Negro. Nor would we exclude him because of that. In 
other words, we won’t lean over and take someone we do not want just 
to prove it is a very liberal type of group, any more than we would the 
other way. 

As far as we are concerned, the admissions criteria do not mention 
color, race, or anything else. We are interested in medicine, and that 
is most important. 

Mr. Brarntk. Do you have any estimate on what it costs per year 
to give the proper therapy and educational and vocational training, 
plus housing of medical patients? 

Dr. Korencor. U nfortunately I would not. No, I do not. 

Mr. BuatntK. I do not have any questions. Do you have any, Mr. 
Plapinger ? 

Mr. Piaprncer. Yes, sir. 

How many children are there in the center at the present time? 

Dr. Korencorp. This will be a rough estimate, because I have not 
been out there for about a month, I think. I think there are either 
10 or 12. Somewhere in this general vicinity. One or two were dis- 
charged, and I received a call a few days ago about two more that were 
on their way in, and I don’t know whether they have been admitted 
or not. 

Mr. Piartrncer. Would these be included in the 10 or 12? 

Dr. Korencorp. Roughly, yes. We have made an attempt to hold 
down the admissions, awaiting the appointment of a new director. 

Mr. Praprncer. What was the patient population at Brentwood, 
for instance? 

Dr. Korencorp. I do not know this. I was not active in the group 
at Brentwood. I was only there on two occasions as a personal favor 
to one of the patients and not in any official capacity. I do not know 
how many they had at Brentwood. 

Mr. Prarrnecrr. Our information was that there were some 28 chil- 
dren at Brentwood, and I was interested in knowing what the dispo- 
sition was of the difference, that is, the 18 or 20 children who did not 
go to Leesburg. 

Dr. Korencorp. I could not give you this data because, as I say, I 
did not participate when they were at Brentwood, in any active sense. 
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Mr. Prapincer. Incidentally, you referred to information that you 
sent to various medical societies, I believe. Could you provide us with 
some examples of such information for the record ? 

Dr. Korencor. I think the literature I had in mind was a pamphlet 
that I see being read over there by a young lady. It isa brochure being 
sent. Maybe you have seen that. 

Mr. PiaprncGer. Yes, I have seen that. (See p. 76.) 

Dr. Korencoip. Which was sent to professional groups, and social 
service groups, and so on and so forth, throughout the country, in 
an attempt to make them aware of this facility, so that they could 
refer problems to us. 

Mr. Piarrncer. Of the existence of the facility ? 

Dr. Korencorp. That is right. This was on a professional level. 

Mr. Puarincer. Yes. 

Dr. Koreneorp. On the lay level I do not have any of this data 
here. Mr. Migliaro, do you know on the details of epilepsy, what 
there is? 

Mr. Mappen. Is this it? (See appendix exhibits 2 and 3, pp. 220 
and 224.) 

Dr. Korencotp. Yes. A study of epilepsy which is designed and 
was prepared for'the association for dissemination in answer to many 
inquiries people have about epilepsy. One of the most common ques- 
tions which they want to know is if it is hereditary. If they have one 
child with it, should they stop having more children? Is it con- 
tagious, and so forth. There are many different questions about what 
todo, and so forth. This was prepared for dissemination. 

In addition, there are probably many inquiries, I am told—and I 
did not deal with this aspect myself except I was asked to review 
some of this and assist in its preparation—there is dissemination to 
inquiries from high school and college students writing papers on 
this subject, or aspects of it. This is another bit of information about 
facts on epilepsy, in a single sheet (see appendix, exhibit 3, p. 224), 
telling about what it is, and what do do, and different kinds of facts, 
which we have gone over and have requested revision as more infor- 
mation becomes available and changes occur. 

One of the latest treatments in this area has been through the work 
at the National Institutes of Health by Dr. Baldwin in the. Neurologic 
Institute, doing surgery on epileptics where they were able to find 
an appropr iate type. 

One bit of excellent work was done by Dr. Tower in research on 
type of chemicals in treating this condition. But the National In- 
stitutes of Health facilities are grossly limited. You cannot tie up 
the facilities of such a costly operation on any long-term basis. So 
we have an excellent opportunity to utilize some of these techniques 
here on a continuous basis, where they can have constant observation. 

Mr. Mraper. Dr. Korengold, what is the capacity of this center, 
without any expansion ? 

Dr. Korencorp. I am under the impression that there is curt rently 
room for 20 or 21 children, as it is at the present time, with no revision 
of any kind. With slight modification one of the buildings on the 
pr operty can be—I am ‘hot in a position really to say this because it 
is what I was told—with slight modification one of the buildings 
could house an extra 10 or 12 children. I may be wrong on the num- 
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ber. This would be with minimum expense. The house is there and 
the bedrooms are there, and it is all on one floor. The basic things 
are there. I do not know whether they have to put in extra bathroom 
facilities, or something like that. 

But 20 or 21, as it now stands, with nothing being done, and an 
extra 12 or 13 with minimum revision. 

There are several other buildings available, but some of them are 
being used for nurses, and so forth. And really, if you will have any 
larger quantity, we prefer to design a facility specifically for this, 
trying to avoid hazards, and so forth. 

‘Mr. Prarrncer. When you were out there last, Doctor, what were 
the ages of the children? Do you recall ? 

Dr. Korencotp. I could only give you a rough idea. The children 
that were left from Brentwood—in other words, some children, as 
you pointed out, were from the Brentwood population and were bas- 
ically an older population. They had been with Dr. Bowditch in 
this program, some of them for as long as 20 years, when he first 
began his program, and had stayed with him for a long time. Some 
of these youngsters were no longer youngsters. The oldest is perhaps 
29. There are some in the upper teens—20 or 21. I am not familiar 
with all of the ages, except to say those carried over from the Brent- 
wood popul: ition were older. These were people who had worked so 
hard to help create this institution. 

Those that had been admitted since have all been in the younger 
age group. 

Mr. Piaprncer. How many of those have been there, Doctor ? 

Dr. Korencoip. I could enly make up a rough estimate. 

Mr. PLaprncer. You can correct the record if your estimate is wrong. 

Dr. Korencoip. I did not know what it is. 

Mr. Buarnix. I thought you were in charge of admissions, Doctor ? 

Dr. Korencoip. I am a member of the admitting committee, but if 
you ask me how many we admit, I can give you only a rough idea, 
because we meet at monthly intervals and ‘ook over a few applic ations 
and admit 1, and reject 2, and accept 2, and reject 1, and we review 
it a month later, and we would request additional X-rays, and brain 
wave tests, before their coming down. A month or two later we would 
see what happened to those. 

In the meantime, maybe they could not get the X-rays and they are 
waiting for reports, or doctors are out of town, and so forth. So if 
I told you the number accepted, it would not be equivalent to the 
number that have been admitted. My guess as to those that have 
been admitted would be somewhere about 5 or 6. 

Since actual admission—we did not really begin to admit—although 
they moved in there in September, things were in the initial stages for 
the first few months, so I do not think anyone was admitted until 
perhaps January. I may be wrong about it, ‘but it is my impression a 
few months after we moved in, and then they were admitted one at a 
time. I guess there have been 5 or 6 that have actually come in and 
several more that have been admitted and are awaiting completion 
of their data tocome in. (See table, p. 74.) 

Two of them I just heard about last week are due in around the 
same time. 

Mr. Piapincer. Are there any so-called custodial cases there, in your 
opinion ¢ 
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Dr. Korencorp. This is an important question because a custodial 
case by definition should be a case on which there is no rehabilitation 
possible. One cannot determine what is custodial until given the 
opportunity. I dare say if we went into that on the epileptic colony 
in Anoka and were given an opportunity to work with some of those 
kids, we could get a certain number of them out of there. So I do not 
know whether for sure we have any custodial problems or not, because 
they have not been given any opportunity for education or training. 
Of the 10 or 12 youngsters there, roughly, I would say, at le: ist 
three-quarters of them are rehabilitable to some degree. 

ehabilitation does not mean he is going to become a Rhodes scholar. 
Rehabilitation means getting them to the point where they do not 
need to be institutionalized and be a burden to the taxpayer. Re- 
habilitation means, as a matter of fact, if you can get a person out of 
being a bed patient, where a nurse has to come and feed him, so that 
he can be in a wheelchair and feed himself, then we have accomplished 
something in terms of rehabilitation. 

I say three-quarters are rehabilitable in the sense that they are people 
who can perhaps be returned to their homes or society. This is much 
more than the limited definition of rehabilitation I gave you. All 
of them, I think, are educable. I do not think anvone at the present 
time—there may be one that I can think of now that probably is not 
educable. 

Mr. Piaprncer. What does that mean, specifically? How far in 
school could they go? 

Dr. Korencoup. This is a youngster who has difficulty talking. 

Mr. Puarrcer. Incidentally, you pointed out you could have an 
epileptic Rhodes scholar. 

Dr. Koreneorp. I should say you can. And there are many epi- 
leptic doctors. 

I would not want to take the time of the committee to tell you the 
the outstanding people that have epilepsy. It is no reflection on 
intelligence at all. And this is the area where you have a bright lad 
like we had one application that we accepted 2 or 3 weeks ago of a 
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youngster sent to the State institution in Virginia, I believe, because 
the school rejected him because of all these convulsions. He got in 
there and they turned him down because they said he is too bright to 
come here. This boy is too intelligent to spend the rest of his days 
here. They referred him to us and we are accepting him. 

If we can bring his convulsions under better control, and through a 
change in env ironment or edveation we can take this bright youngster 
and guide him not only to become useful to himself, but to the rest of 
us, and share in the paying of taxes instead of receiving help. 

Mr. Piaprncer. Doctor, one other question. I am not clear as to 
whether you are a paid member of the staff, or a volunteer. 

Dr. Korencoip. | am both. Iam paid only when I make a consul- 
tation visit for the purpose of neurologic examination to the Leesburg 
site. Iam then paid for this. Any of the other activities I have, in 
terms of meetings, conferences, medical advisory groups, and so 
forth—these are all at no cost. 

Mr. Puarrncer. How many visits would you say you had made to 
the Leesburg center ? 

Dr. Korencorp. Initially I was making them twice a month, during 
the initial stage, because this was the time when Director Bowditch 
was acutely ill, and things were in a state that needed closer super- 
vision. More recently, in the last few months, I have been going out 
there on the average of once a month. There is a doctor in residence 
at Leesburg, who I think is there either every day or every other day, 
and at a moment’s notice, if he is called. 

I answer many telephone calls from him if a problem comes up, 
but generally I come out about once a month for examination of any 
new ‘people that come out, or if there is any special problem. 

On some cases we have had an acute problem develop in which they 
had to be hospitalized, and this required specialized care, so we sent 
him to Children’s Hospital here. Where it has not been too serious 
they have been hospitalized at the Leesburg Hospital, and the doctor 
there took care of it. 

Mr. Puiaprncer. Incidentally, concerning the questions on patient 
population at the center, I have just been “advised that there were 9 
children in September of 1957 at the center in Leesburg, and 2 were 
discharged in May, and there have been 3 auphcants approved in 
June. Would you have any recollection of that 
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Dr. Korencoip. There are some admissions that have come in that 
are not mentioned in this figure. 

Mr. Piarrincer. Yes. 

Dr. Korenconp. You have how many came from the Brentwood 
population. Two were discharged and there were some added, and 
several applications approved. The number of approved applica- 
tions would probably run 8 or 10. The number of those admitted— 
again I am not sure of the number, but my guess is around 4 or 5, 
or somewhere in there. 

Mr. Piarrncer. Actually admitted? When would that have been ? 

Dr. Korencotp. Somewhere from January up to the present time. 
I may be wrong, but I haven’t any more that I could give. 

Mr. Meaper. Do we not have someone here with records of the in- 
stitution ? 

Mr. Praprincer. Mr. Madden, will you check that for us and re- 
port on it to us Tuesday ? 

Mr. Mappen. Yes. I surely will, sir. 

Mr. Wernmann. Doctor, you described the facilities at the Na- 
tional Children’s Rehabilitation Center as inadequate. Would you 
spell that out? 

Dr. Korencorp. Well, it is inadequate in the sense of its current 
facility. 

For example, there is no workshop. You cannot merely house and 
feed kids and give them pills and expect them to develop as normal 
youngsters. They have to have normal educational facilities, and a 
vocational workshop, and facilities for play. They have facilities 
for play, although it is not as complete as we want, like a baseball 
diamond, and many other things you might have kids play. There are 
some facilities for recreation. 

For schooling, there was a recreation room building that could be 
used for schooling, but there is no heat in it and during the winter 
months it could not be used for that. So the school was set up in the 
basement of the main building and it was not satisfactory. So some 
revision was necessary and I did not go into the details myself, so 
I do not know. 

From the standpoint of the vocational workshop and trying to 
teach them something, there is no facility for that, and it requires 
setting up a complete program. It would be very simple and the 
members of the medical group talked about setting it up, but we felt 
since we were getting a new medical director of the center, he would 
probably want to appoint a specific vocational therapist, and the 
therapists may have their own way of setting up the program, and 
we would be spending money in buying equipment that he cannot 
use. This is done all the time. It is done at NIH. They set up 
the program before they got people to run it and consequently had 
to tear out things that they put in, and had stuff they did not need. 
We want to avoid that because dollars are hard to come by. 

This is madequate and will have to be corrected, or provided. 

Living facilities are inadequate because we would like to see a larger 
population. Our eventual plans are for a population which varies, 
depending on whom you talk to, because it becomes more of a personal 
thing, but it depends on the facility and availability of personnel, to 
handle between 50 and 100 youngsters. And, of course, you would 
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need housing for this, and eating facilities, and expanded kitchen 
facilities for this. 

Under the present facilities I think they can handle with minimum 
modification, as I pointed out, around 30 or 35 youngsters. 

Mr. Meaper. What was the property before the association acquired 
it 

Dr. Koreneorp. I am told it was a private estate. I do not really 
know. An elderly woman and two bachelor sons, or something like 
that, had the estate. 

Mr. Piaptncer. Maybe Mr. Madden can tell us more specifically. 

Mr. Mappen. Yes. It was in an estate from a family there—a large 
estate—and the purchase consisted of both the several hundred acres 
and then a small portion that had gotten out of the estate in some way, 
but that should have been, and became part of, the same tract. 

I think, as Mrs. Broyhill pointed out yesterday, there was a great 
search for a facility they could turn into something really fine for 
these youngsters, and they came across this, and they feel, as will be 
developed later, I think, that they made a very good financial deal in 
the purchase of it. They have had such inadequate headquarters be- 
fore that I do not think —— 

Mr. Meaper. I have been looking at this brochure, and, inciden- 

tally, it seems to me, Mr. Chairman, the pictures may not be able to 
go in the record, but the description of their program, it seems to me, 
might well go in the record at some appropriate point. 

(The brochure referred to is as follows :) 








NATIONAL CHILDREN’S REHABILITATION CENTER AT LEESBURG, VA. 


A project of Federal Association for Epilepsy, Inc., 1729 F Street NW., 
Washington, D. C. 


The National Children’s Rehabilitation Center is a special facility where chil- 
dren with epilepsy may obtain a regular education commensurate with their 
abilities while undergoing medical care and where emotional difficulties which 
may exist are stabilized. 

The Federal Association for Epilepsy established the center to meet a need 
for improved and enlarged residential facilities for children with epilepsy 
requiring this type of care. The association is a nonprofit organization whose 
activities are controlled by a board of directors. The board relies on medical 
and educational advisory boards for guidance in promulgating its programs. 

The center is located on about 200 acres near Leesburg in Loudoun County, 
Va., which is some 30 miles from Washington, D. C. 

Any child with epilepsy between the ages of 5 and 18 whose application is 
accepted by the admissions board may be admitted. The board’s decision on 
admissions is based on whether or not the facilities of the center are adequate 
to meet the needs of the child. 

APPLICATION 


A parent or guardian may apply directly to the Federal Association for 
Epilepsy or through the family physician. Referrals are also accepted for de- 
pendent children from public and private welfare agencies, civic, fraternal, vet- 
eran, and similar organizations. Application is made in a letter to the Federal 
Association for Epilepsy. A brief outline of the child’s medical history and 
educational attainments will suffice. A formal application will be provided on 
the basis of the information contained in such a letter. 


TREATMENT PROGRAM 


The programs of the National Children’s Rehabilitation Center have three 
major aspects: Medical, educational, and recreational. 

The medical program is designed to care for the problem of epileptic seizures 
and other associated situations which may arise in the course of the childs 
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residence. The educational and recreational programs are tailored to meet the 
needs of the individual child. Periodic reports of the childs progress are made 
to the parents or guardians and the referring physician from whom suggestions 
and recommendations are welcomed. 

The center programs are carried out by attending and consulting physicians, 
nurses, teachers, and other professional personnel. 


GRANTS AVAILABLE 


The Federal Association for Epilepsy provides grants to children whose 
parents or guardians cannot pay the full cost of care. The amount of this 
grant is determined on an individual basis by a committee on admissions. Any 
resident of the United States and its possessions is eligible for such a grant. 
Children of armed services personnel are also eligible for grants without need- 
ing to establish residence in any locality. 

The cost of maintaining a child at the center includes regular medical care 
and medicines associated with the conditions for which the child is admitted; 
room and board; school tuition, books, and other educational supplies; regular 
dental care; toilet supplies; barber services; minor clothing repair, and laundry. 
The parent or sponsoring agency is responsible for all other items and services. 


OTHER INFORMATION 


The National Childrens Rehabilitaion Center’ is the successor to the Bow- 
ditch Institute which was established about 30 years ago near Baltimore, Md., 
as a nonprofit residential school and hospital for epileptic children. 

The present site near Leesburg, Va., was occupied in the early fall of 1957. 
It has a number of buildings for dormitories, schoolrooms, and recreational 
activities. A tennis court and swimming pool are also available for use by 
the children. 

Mr. Meaper. I notice these rooms seem to be very large rooms. I 
thought maybe even that this might have been a golf club, or something 
of the sort. 

Mr. Mappen. I donotthinkso. It was just an estate home. 

Mr. Meaper. But they are large, spacious rooms, are they ¢ 

Mr. Mappen. Yes. 

Mr. Piapincer. There are 211 acres. Apparently there is the main 
house, with 171 acres, and 2 tracts of 20 acres apiece contiguous to it, 
211 acres in all. 

Mr. Weinmann. Doctor, when you spoke about the inadequacies, 
how do you feel about the two-story buildings and the fact that the 
bedrooms are on the second floor ? 

Dr. Korencorp. This is one of the problems I think we have faced— 
to try to get an adequate facility we would like to have it all on the 
main floor, and eliminate as many hazards as possible. It is one of 
the reasons why I think the people behind this program are interested 
in getting additional funds to construct single-level dormitories or 
facilities for housing these youngsters, 

I think—and again it is as 1 understand it, because please under- 
stand that I am a physician and I come by some of this only through 
observation and conversation and I have nothing to do otherwise with 
it—I think that this main building might eventually become the di- 

rector’s headquarters and nursing ‘quarters and office @ space and con- 
sultation space, and a place to talk with parents. It is part of the 
program to have therapy with parents as well as youngsters, and a 
place for the consultants to come and see the people. Eventually it 





1 The center is licensed by the Hospital Board of the State of Virginia. 
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will become one of the main buildings for this sort of activity, rather 
than for any type of living quarters. 

I think in the meantime it is serving its purpose quite well. We 
have eliminated as many hazards as possible, like railings on the 
stairways, and so forth, and I know of no incident that “occurred. 
But we are anxious to have a building program developed so that we 

can get out of the two-story building. 

Mr. Wetnmann. You also spoke of the lack of opportunity for the 
education of the children elsewhere. What are the educational facili- 
ties and educational program at the center at the present time? 

Dr. Korencorp. I think Dr. Haring, who is here, would be in a 
much better position to give you a clear-cut picture ‘of this, because 
he is head of the educational ‘advi isory committee and can fill you in 
with much greater accuracy. I can only tell you I know there are a 
couple of teachers, 2 or § 3 teachers, I believe, who are giving children 
instruction, and so forth. But he can go into greater det ail. 

Mr. Mappen. May I direct two questions to the witness ? 

Mr. Buatnix. Are you through, Mr. Weinmann ? 

Mr. WEINMANN. Yes, sir. 

Mr. Biatrntix. Go: ahead, Mr. Madden. 

Mr. Mappen. Dr. Korengold, when you stated that the facilities 
then are inadequate, do you mean that the organization is not doing a 
good job now? 

Dr. Korencotp. No. I certainly did not mean to imply that, if 
anyone understood this. When I say “inadequate” it does not pro- 
vide all the things that we need for this type of program. 

We would like to expand the facility to Seehae te more than we have 
to do a better job. 

Mr. Mappen. One final question, Doctor: You related in your testi- 
mony that you had been on the staff of the National Institutes of 
Health at the time that it was getting underway. Do you recall how 
many patients that multi- million- dollar facility had during the first 
4 months its doors were open 

Dr. Korencor. Well, it opened on July 3 or 5 of 1953. TI think 
this was about the time Mrs. Hobby dedicated this building. It was 
very close to the 4th. I believe the first neurological patient was 
admitted in October. I think they carried a patient load of some- 
where between 8 or 10 or 15 for a few months, and gradually ad- 
mitted 1 or 2, and opened one unit at a time. 

This is the growing pains of any type of institution being created. 

Mr. Wernm ann. This was a new ‘building. 

Dr. Korencorp. The Clinical Center at the National Institutes of 
Health. It was not only a new building, but a new service. 

Mr. BriatnrK. The conditions today are different. Are not the con- 
ditions of admissions different too, by which I mean the patients there 
are voluntarily submitting for experimental work, and the trial of 
new drugs and new techniques ? 

Dr. Korencoip. No. Not necessarily. There is no problem in ad- 
missions at the National Institutes of Health. They are free to leave 
at any time. They sign nothing. 

Mr. Piaprncer. They are free to get in at any time? How are the 
patients chosen ? 
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Dr. Korencotp. The patients are chosen on the basis of disease, and 
more or less they stick to those with epilepsy. We got one with 
epilepsy. One of those from Brentwood was the first or second 
neurological patient admitted at NIH. She was the one discharged 
in May “because her parents moved into another part of the country. 
But she was the first or second neurological patient admitted there. 

Mr. Piarrncer. But patients are admitted for specific research: 

Dr. Korencoup. Yes. 

Mr. Piaprneer. Or because they present a challenging problem. 

Dr. Korencotp. No. Not a challenging problem but a specific 
problem—a specific kind of epilepsy. By the same token, we have a 
similar kind of criteria with a particular kind of medical problem— 
a youngster with epilepsy who is not able to make a go of public 
school and normal growth in education. 

Mr. Piapincer. Would that child be eligible for admission into 
NIH? 

Dr. Korencoutp. If he had the kind of epilepsy that could be sur- 
gically approached, or the kind that could be chemically approached ; 
and they te c ertain criteria for this. 

Mr. Prarrncer. Would you say your admissions policy at the center 
is less restrictive than that at NIH? 

Dr. Koreneoip. Oh, by far. By far. 

Mr. Mappen. I think you testified, Doctor, you do not know of 
any Federal or State tax-supported facility for this type of child 
that is in any sense adequate. Is that what you have testified ? 

Dr. Korencotp. I know of no facilities of any kind, public or pri- 

vate, devoted exclusively for the epileptic youngster. There are many 
private institutions that will take an epileptic child, but they are 
not devoted exclusively to this problem. There may be, but I know 
of none. 

Mr. Mappven. They frequently end up in State insane institutions, 
do they not, and things of that sort ? 

Mr. Koreneotp. As I pointed out, many of them wind up in what 
we call epileptic colonies supported by the State. We have one in 
Minnesota at Anoka, where they are not only overcrowded, but I 
am sure there is a tremendous waste of potential, because even in 
Minnesota, which is probably one of the most enlightened States, 
following former Governor Youngdahl’s program of State institu- 
tion revision—even so, I think they have gone a long way and still 
have a long way to go. 

Mr. Biatnik. A long way to go. 

Mr. Mappen. Do you feel that the work this organization is doing, 
Doctor, is a necessary work from a public point of view and a medical 
point of view ? 

Dr. Korencorp. It only surprises me that it has never been. done 
before, and on a larger scale. Except for the fact that the stigma 
is attached to it and that people turn away from it. I daresay if 
anyone in this room has a member of his family with epilepsy, he 
does not go around telling anyone of it. It is a skeleton in the family 
closet. 

Mr. Buarntk. We have been in agreement on that. It is a tragically 
neglected area, and what puzzles us is why does it cost 60 cents in 
order to raise a dollar to do this work, and before you do the work 
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of rehabilitation only the 40 cents remains out of the dollar, and you 
spend perhaps one- half, and as much as three-fourths of that, for 
the maintenance of grounds and buildings. So what is left? A very 
small amount of this money that is appealed for goes into the actual 
therapy and rehabilitation of these children. 

We are particularly concerned with the unbelievable amount of 
money at the very outset, under contract, given to the professional 
promoter and fund solicitor, before a penny ever reaches you. 

We want to encourage now and have more money contributed and 
see more people contr ibuting. We absolutely want to encourage that 
type of thing. 

Mr. Mappen. Mr. Chair man, I quite agree we now have to get down 
into these questions of percentages, but ‘T do not think any oody < “an 
fairly state that there is any record here that shows just what the 
percentage is, unless this committee as of now feels that the only 
thing this organization does is take care of nine children in the whole 
field of epilepsy. If that is correct, it presents, from a dollar point 
of view, a fairly unusual picture. But I feel this evidence is going 
to show that is one of the functions of this broad-based organization. 
So that these percentages that have now been spoken of I do not think 
have any relationship to this organization as such. 

Mr. Biarnik. Do you have eany further testimony, Doctor 

Mr. Wetnmann. May I ask Dr. Korengold, just to be clear on this 
answer you gave Mr. Madden on the NIH, the NIH was an entirely 
new facility—a new building and a new service—whereas the Lees- 
burg Center was a continuation of the Brentwood Center, and before 
that I think there had been a center at Ruxton, Md. So it was just 
a move from one facility to another. Is that correct ? 

Dr. Korencorp. This is partially correct, but it was moved from 
Brentwood to Leesburg, although it is really not a continuation of 
the same, because when they made the move the total program was 
revised and expanded. The medical assistants and psychiatric con- 
sultants and psychological program, and the whole program, was 
revised and stepped upward. It created many, many problems, most 
of which were that Director Bowditch, who is now deceased, became 
acutely ill in the first few weeks of being in the new facility. There 
they were in the new facility, with the director ill and not there, and 
2 new team in Leesburg assuming the responsibility, with new nurses, 
who did not know these patients, because they were from the Lees- 
burg area, and not following from the Brentwood area, and with new 
kitchen aids and attendants. The only continuation was that the 
children were shifted from one place to another. Everything else 
about it was different. 

There were many problems that required ironing out, and had Dr. 
Bowditch retained his health at the time we moved, it would have been 
a different story, but it created problems that took about 3 months to 
overcome because at this point, without the active services of the 
director, who had really run the Brentwood facility singlehandedly, 
it presented many problems which were not anticipated. 

Mr. Buarnix. Thank you very much, Doctor. 

Mr. Piaprincer. Who is the present director of the center, Dr. 
Korengold ¢ 
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Dr. Korencoip. The present director has not yet been selected. 
We have been interviewing applicants for the director over the past 
2 or 3 months. 

Mr. Piaptncer. When did Dr. Bowditch die? 

Dr. Koreneoip. Dr. Bowditch died in March. 

Mr. Piaprncer. Who has been acting as director? 

Dr. Korencorp. There is a Mr. Taylor who is a teacher by profes- 
sion, I think, but actually he is acting in the capacity of general super- 
visor of the employ ees, and so forth. Dr. Rogers, I think, is the act- 
ing director. He is a practitioner from Leesburg. He is actually 
the acting director. Any real problems are handled through him. 
Mr. Taylor, whatever his official capacity is by title I do not know, 
but he is there full time to handle various problems that come up 
with the grounds and kitchen and employees. 

Mr. Piaprncer. Was Dr. Bowditch in full charge up to the time of 
his death ? 

Dr. Koreneorp. I should probably say “No” to this for the simple 
reason that Dr. Bowditch, because of his illness, when he recovered 
from it, came back on a part-time basis rather than a full-time basis. 

Mr. Piaprncer. How long was that? Do you have any idea? 

Dr. Koreneorp. I would only be guessing. Probably 2, or 3, or 4 
months. Somewhere in there. The problem of getting a new director 
requires getting a competent person to take over here with specific 
experience in the field of epilepsy and the field of emotional disturb- 
ance of children. In order to get a competent person you will not 
pick him up in March but on July 1, or September 1, when the con- 
tract season ends for capable people. 

We immediately put in—when I say “we” I mean the organiza- 
tion—put_in requests for applications for it. We had many  appli- 
cations. We screened them and have interviewed about, I believe, 
five people for this position—outstanding educators and psycholo- 
gists in their profession—and are in the process of selecting some- 
body now, anticipating that we can begin the September 1, post-Labor 

Day period, with a director of the program. 

Mr. Biatnrk. If there are no further questions, thank you, Dr. 
Korengold. 

Mr. Mappen. Thank you. Dr. Haring. 

Mr. Brarntx. Mr. Madden, would you identify the new witness? 
Is it further medical testimony ? While it has been most helpful and 
certainly informative in regard to the nature of the problem of epi- 
lepsy and the objectives, and the need for providing facilities for 
these children, we have covered that main area for quite a bit of time. 

Mr. Mappen. I understand, Your Honor. Dr. Haring is not a 
medical man, but he is an educator by profession. He is the director 
of the University of Maryland School of Special Educational Fa- 
cilities. As the Chair has heard this is a combined program which 
is being set out here. 

We do not have any desire for Dr. Haring to testify if there is no 
question whatsoever that there is a professional- -type, competent job 
in this field being done at Leesburg. If there is some doubt about 
that, and if there is any feeling that. this money is being wasted 
through stupidity or knavery then I think Dr. Haring should testify. 
If not, there is no point in taking up the committee’s time. But if 
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the feeling is this money is being kicked away and people are being 
misled 

Mr. Buatntx. We would like to hear him. I thought he was a 
medical doctor. 

Mr. Mappen. No; he is not. 

Mr. Biarnix. We did not want to duplicate here. We want to 
go into this as closely as possible but avoid needless repetition or 
duplic ation. We welcome you, Doctor. Would you please give your 
full name and a brief biographical background and a few more spe- 
cifies on your professional position at this time? 





STATEMENT OF NORRIS HARING, CHAIRMAN, ADVISORY BOARD 
FOR EDUCATION, FEDERAL ASSOCIATION FOR EPILEPSY, INC. 


Dr. Hartne. My name is Norris Haring. I am from Nebraska. I 
got my bachelor’ s degree from the Nebraska State Teachers’ College 
and my master’s from the Univ ersity of Nebraska. My doctor’s de- 
gree is from Syracuse University at Syracuse, N. Y. 

I have just recently been the director of special education in Arling- 
ton County schools where we set up what I think to be some unusually 
good programs for exceptional children. This summer I have taken 
the position as coordinator of special education for the University of 
Maryland. 

Late in last March the board of the Federal Association for Epilepsy 
-alled me and told me about their problems—the death of their direc- 
tor—and said they would like to have me serve on the committee to hire 
a new director and also to chair the advisory board for education. 

Knowing a little background of organization, I agreed to do this 
and since then liave been involved in both of these tasks. When the 
board approached me they indicated that their plans in the future were 
for educable children with epilepsy and that they hoped to have 
facilities to accommodate about 100 children, or even more, if this 
were indicated. 

Mr. Piaprncer. 100, did you say ? 

Dr. Hartne. About 100 children. 

Mr. Piapincer. In the future? 

Dr. Hartna. Yes. In the future. They asked if we could work out 
a program of education for the next 5 years, so we would hope to be 
in full swing by that time. This is a very slow process and a lot of 
it is touch and go. These children have some fairly deep-seated feel- 
ings of inadequacy and inferiority. Some of them have been so seri- 
ously damaged emotionally that it does take a long time to educate and 
rehabilitate. 

They are, in fact, the product of our rejection in society of epileptic 
children and their educational problem is a multiple handicapped 
one—one combined with emotional disturbances of a fairly severe 
nature: of learning disabilities caused in some cases by fairly severe 
brain injury and in many cases mental retardation, although the in- 
cidence of mental retardation here is no greater than in the norma!] 
population. But we do have that percentage of children with mental 
retardation. 

Children with emotional problems combined with epilepsy and 
mental retardation are a problem that the public schools are now not 
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really geared to handle. This means some kind of private program 
or State institution. 

Many parents, of course, are reluctant to have their children in 
State institutions. 

I believe that the level of aspirations and the goal of the board, and 
particularly Mrs. Broyhill as I have talked with her, is very sound. 
I believe as a result of the members that I have appointed to the educa- 
tion advisory board—Dr. Cruickshank, Dr. Horace Mann—not, the 
original—Dr. Gates, Mr. Arthur Hill, ‘Dr. Dunn, of Peabody Uni- 
versity—I believe we will be able to set up and guide very wisely this 
program of education and rehabilitation. 

As Dr. Korengold pointed out, although this facility may be an at- 
tractive looking facility, it is not adequate for education and re- 
habilitation. 

The acreage is going to be used for farms for these children who 
have disturbances. It is a well-known fact that farming activities are 
unusually good therapeutic facilities. So we hope to dev elop some of 
these lands as small truck farms for the rehabilitation of some of these 
children. 

Mr. Biarntx. Is there any plan you know of, being on the advisory 
board, for building new educational facilities “and vocational 
facilities ? 

Dr. Hartne. Yes. As I have looked over the present facilities I 
find they are inadequate for educational facilities. 

Mr. Buarntk. On the advisory board, are you in consultation with 
the board of the Federal Association for Epilepsy? Are you under- 
way in planning or discussing the planning of new facilities to be 
constructed for the years ahead 2 

Dr. Hartna. Yes, sir. I am underway in this. Just in the begin- 
ning stages. I have been extremely busy closing out and just begin- 
ning to start this month to do, first of all, some ‘tempor ary classroom 
facilities which are urgently needed, 

I think it is also interesting, if you know about residential facilities 
for handicapped or any other children for that matter, that you have 
to have the same facilities available to you for 3 children as you 
would have for 30 children. That is, we will not have to increase 
the present staff to a large extent to accommodate another 10 or 20 
children. We will be able to do this with the present staffing 
facilities. 

Mr. Buatnrx. And with the present buildings ? 

Dr. Harina. We are going to try to turn one building into a school. 
This building is not adequate and as it is now would not pass the 
State of Virginia requirements for a school building. But we feel 
we can modify it to such an extent that it would pass the State re- 
quirements. I want to do this, and I want to get the construction 
workers on this as soon as possible so that we can start school in the 
fall. 

Mr. Piarrncer. Do you receive any compensation in connection 
with your services, Dr. Haring ? 

Dr. Harrie, I have spent hours up to this point without any 
compensation. But they have asked me if I would submit my con- 
sultant time as I began to set up the program. 

Mr. PLarrncer. How much time have you spent up to now ? 
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Dr. Hartne. Oh, hours. I donot know. 

Mr. Piapincer. Ten, fifty, one hundred and fifty ¢ 

Dr. Harrne. I suppose 55 hours or so, in writing letters, appoint- 
ing the board, looking the facility over. 

Mr. Piapincer. Appointing what board ? 

Dr. Hartne. The other members of the education advisory board. 

Mr. Puiapincer. I see. 

Dr. Harrne. Looking the facilities over there and talking to and 
interviewing two teachers up to this point, to see if they would be 
interested inthe job. I would estimate 50 hours or so. 

Mr. Wernmann. What educational program is currently being 
conducted ? 

Dr. Hartne. When I first visited the center there were 2 classes 
going with 2 teachers in the basement of this large building. The 
educational facilities at that time in this basement would not meet 
State requirements and at that time were not adequate. The board 
recognized this and said we need help and professional help and 
guidance, and we want to get the best we can get. The other mem- 
bers of the educational advisory board are all well known in the field 
of special education—I would say Dr. Cruickshank is one among the 
top three in his profession—and have volunteered their time without 
reimbursement of any kind to help plan for these facilities. 

Mr. Biatnrx. Any further questions, Mr. Meader ? 

Mr. Meaper. No. 

Mr. Bratrntx. Thank you very much. Mr. Madden, do you have 
any further testimony to present ? 

Mr. Mappen. Mr. Babbitt was testifying yesterday. 

Mr. Prarincer. In view of the lateness of the hour and the long 
weekend, I would suggest we defer questions on the fund-raising 
activities until Tuesday. I would like to ask Mr. Madden just two 
questions on the legal aspects here. We understand that the State of 
New York has brought action against the association to enjoin them 
from soliciting funds in New York. What is the status of that action, 
Mr. Madden ? 


SUPREME CouRT OF THE STATE OF NEW YORK 
County oF NEw YORK 
SUMMONS 


The People of the State of New York, Plaintiff, against Federal Association 
for Epilepsy, Inc., Defendant 


Plaintiff designates New York County as the place of trial. 
Plaintiff resides in County. 


To the above named Defendant: 


You ARE HEREBY SUMMONED to answer the complaint in this action, and to serve 
a copy of your answer, or, if the complaint is not served with this summons, to 
serve a notice of appearance, on the Plaintiff’s Attorney within twenty days 
after the service of this summons, exclusive of the day of service; and in case 
of your failure to appear, or answer, judgment will be taken against you by 
default, for the relief demanded in the complaint. 
Dated, New York, May 15, 1958. 
Louis J. LEFKOWITz, 
Attorney General, Attorney for Plaintiff. 


Office and Post Office Address : 80 Centre Street, New York 13, N. Y. 
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SUPREME COURT OF THE STATE OF NEw YorK, County oF New York 


The People of the State of New York, Plaintiff, against Federal Association for 
Epilepsy, Inc., Defendant 


COMPLAINT 


Plaintiff, by Louis J. Lefkowitz, Attorney General of the State of New York, 
its attorney, complaining of the defendant above-named, alleges, upon informa- 
tion and belief : 

First. That at all times hereinafter mentioned, the defendant, Federal Asso- 
ciation for Epilepsy, Inc., was and is a corporation organized under and by 
virtue of the laws of the Commonwealth of Virginia as a nonprofit organization 
and filed its certificate therefor on or about April 12, 1954, and has its principal 
place of business at Washington, D. C. 

Second. That the alleged purposes of the organization are to advance the cause 
of controlling Epilepsy and for other nonprofit educational and charitable 
purposes and work. 

Third. That the defendant, from the offices in Washington, D. C., and from 
other places outside of the State of New York, solicits funds from the general 
public for the advancement of its work. 

Fourth. That such funds are solicited by mail from the residents of the 
State of New York. 

Fifth, That the defendant has failed to comply with the provisions of 
Article 10-A of the Social Welfare Law of the State of New York in that it 
has not filed a Registration Statement nor annual accounts of its solicitation 
all as required by said statute. 

Sixth. That the defendant, its agents, servants, employees, and contractors 
continue and threaten to continue the said solicitations of funds from the people 
of the State of New York without having filed registration therefor as herein- 
before set forth. 

Seventh. That plaintiff has no adequate remedy at law to prevent this con- 
tinuing activity. 

Wherefore, Plaintiff demands judgment against the defendant enjoining and 
restraining Federal Association for Epilepsy, Inc., said defendant, from soliciting 
or collecting funds in or from the people of the State of New York or doing or 
committing any acts in furtherance thereof and for such other and further 
relief as to this Court as may seem just and proper together with the costs 
and disbursements of this action. 

Louis J. LEFKOWITZ, 
Attorney General of the State of New York, Attorney for Plaintiff. 
Office and Post-Office Address : 80 Centre Street, New York 13, N. Y. 


STATE OF NEw YorK, 
County of New York, ss: 

Jerome O. Glucksman, being duly sworn, deposes and says: 

I am an Assistant Attorney General of the State of New York, in the office of 
Louis J. Lefkowitz, Attorney General of the State of New York, the Attorney 
for the plaintiff herein. 

I have read the foregoing complaint and know the contents thereof, and the 
same is true to my own knowledge except as to those matters said to be alleged 
on information and belief, and as to those matters I believe it to be true. 

The source of my information and the grounds of my belief are investigations 
made by me on behalf of the Attorney General, together with exhibits and 
records filed with the Attorney General’s office. 

JEROME O. GLUCKS MAN. 

Sworn to before me, this 15th day of May 1958. 

ANNA M. PERDIE, 
Assistant Attorney General of the State of New York. 


Mr. Mappen. That, as was thoroughly explained in testimony the 
day before yesterday I think by Senator Tompkins of New York, under 
their new social welfare law, the teeth in that law is a civil injunctive 
process. The reward for bringing this type of civil injunctive process 
is to get people to register under their new law. We registered after 
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this had been filed, and I then talked to the Assistant Attorney Gen- 
eral of the State of New York and told him—because we knew when 
the matter was coming up in court—and he agreed to hold that whole 
question in abeyance going over our registration statement. I think 
that the question is now moot. It is an injunctive procedure to bring 
about registration where there has not been registration. 

Mr. Puarineer. Did you file annual financial statements with the 
State of New York? 

Mr. Mappen. We filed the one that had been prepared for the end 
of 1957 with them. 

Mr. Priapincer. I see. 

Mr. Mappen. That was all that was available. And we will file 
them—we have gotten set up for the future filing. 

Mr. Puiarrncer. The law, as a matter of fact, as you possibly know 
by now, has been on the books since 1954. 

Mr. Mappen. Yes. 

Mr. Piapincer. And during that time there was no compliance with 
the New York State statute ? 

Mr. Mappen. No. As you know, I suppose, Mr. Counsel, every 
municipality, State, township, and governing body has its own law 
and its own large 10- page form for charities to fill out. This charity 
did not have an attorney on retainer until very recent months. I am 
sure it has slipped on a lot of the details, but these are costly details and 
in my opinion these are not details that the contributor wants his 
money to go to either, and yet they they do not come free. 

The answer is, no, they did not, but the reason is purely this: That 
you either do these things in a modest way and try desperately to set 
up a facility as they are trying to set up, or you run a big business and 
spend money like water on lawyers and accountants and ace ounting 
firms; and they chose the former course. 

So that in many of the instances hundreds, literally, of registration 
statements to a township or a State or a county all on differ ent forms— 
they have not fulfilled those requirements yet. They are in the process 
of trying to do it. 

Mr. BiarntK. Were they soliciting money before those requirements 
had been fulfilled in those particular ‘areas? 

Mr. Mappen. Yes. In many cases, and then they were notified, and 
since then, since I have started representing the organization, we have 
been in contact with them and sent them all the annual statements. 

Mr. Buatrntk. Who was in charge of the solicitation at that time? 
Was it some one familiar with the—— 

Mr. Mappen. No,sir. It was aman who by profession is a druggist, 
who was on the board of directors, and who was most active in it. 

Mr. Piarrncer. I notice the same questions were raised by the city 
of Los Angeles, of compliance with their statute. 

OcToBER 28, 1957 
FrepERAL ASSOCIATION FOR EPILepsy, INC., 
1729 F Street NW., Washington, D. C.: 

The Social Service Commission hereby notifies you mail solicitation sent to 
persons in Los Angeles City to raise funds for charity is violation of the Los 
Angeles solicitation ordinance. You are instructed to cease this solicitation 
immediately. Please acknowledge and indicate compliance. 

DEPARTMENT OF SoOcIAL SERVICE, 
1302 City Hall, Los Angeles, Calif. 
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FrepERAL ASSOCIATION FOR Epripsy, INc., 
THE Eprtepsy FOUNDATION, 
Washington, D. C., October 29, 1957. 
Re your telegram, October 28, 1957. 
SoctaL SEeRvIcE CoMMISSION, 
1302 City Hall, Los Angeles Calif. 


GENTLEMEN: This will acknowledge receipt of your telegram to this organi- 
zation dated October 28, 1957, advising us of the Los Angeles city ordinance, 
prohibiting raising of funds for charity through the mails in Los Angeles. 

This is to advise you that we will make every effort to remove names of 
Los Angeles residents from our mailing lists. 

Sincerely yours, 
A. MIGLIARO, 
Executive Director. 





DerceEMBER 5, 1957. 
FEpERAL ASSOCIATION FOR EpriLepsy, INC., 
729 F Street NW., Washington, D. C.: 

Please refer to our telegram October 28, 1957, regarding your violation of 
our ordinance in sending unordered merchandise into Los Angeles, appealing 
for charitable contributions, and your reply of October 29. 

We are receiving complaints that your appeals are still being sent here. 

This solicitation must be discontinued immediately. 

EVELYN SPAULDING, 
General Manager, Department of Social Service, 1302 City Hall, Los Angeles. 


WASHINGTON, D. C., December 16, 1957. 
Re Federal Association for Epilepsy, Inc. 
SocraAL SERVICE COMMISSION, 
1302 City Hall, 
Los Angeles, Calif. 


GENTLEMEN : Referring to your telegrams of October 28 and December 5 and 
the association’s reply of October 29, I have been asked to request that you 
send to me a copy of any of the ordinances which, in your opinion, pertain to 
the matter. 

Please let me hear from you as promptly as possible. 

Very truly yours, 
MURDAUGH STUART MADDEN. 


City oF Los ANGELES, CALIPF., 
December 23, 1957. 
MURDAUGH STUART MADDEN, 
1026 Sixteenth Street NW., 
Washington, D. C. 

DEAR Mr. MADDEN: In response to your letter we are enclosing a copy of our 
ordinance in reference to solicitations for charitable purposes. You will ob- 
serve that a notice of intention must be filed at least 10 days before the pro- 
posed appeal together with adequate information about the agency and its 
service. 

After due investigation an information card is issued containing the im- 
portant facts for the guidance of the prospective donor. A copy of this informa- 
tion card must be enclosed with each mail solicitation. 

The Federal Association for Epilepsy, Inc., has not complied with this require- 
ment and should not conduct any further solicitation until ordinance require- 
ments are met. 

Sincerely, 
DEPARTMENT OF SocraL SERVICE, 
—_—-_ —_———_, General Manager. 
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WASHINGTON, D. C., January 21, 1958. 
Re Federal Association for Epilepsy, Inc. 
DEPARTMENT OF SOCIAL SERVICE, 
City of Los Angeles, 
1302 City Hall, Los Angeles, Calif. 

GENTLEMEN : In response to your letter of December 23, 1957, the books of the 
association are currently being audited by a certified public accountant and the 
audit will be completed by April 1, 1958. 

Could we please have until that time to file the financial and other informa- 
tion necessary for compliance with your city ordinances? 

Your consideration will be appreciated. 

Very truly yours, 


MURDAUGH STUART MADDEN. 
FEBRUARY 3, 1958. 
Mr. MurpaveH Struarr MappeEnN, 
1026 16th Street NW., 
Washington, D.C. 


Dear Srr: Thank you for your letter of the 21st ult. with reference to the 
Federal Association for Epilepsy, Inc. 


Your request for an extension of time in which to submit audit, designating 
April 1, 1958, is acceptable to us. 
Yours very truly, 


DEPARTMENT OF SoctraL SERVICE, 
EVELYN SPAULDING, General Manager. 


FEBRUARY 21, 1958. 
A. MIGLIARO, 
Executive Director, Federal Association for Epilepsy, Inc., 
1729 F Street NW., Washington, D. C.: 

Your letters of appeal are still being sent into Los Angeles regardless of your 
promise to discontinue the solicitation. Please see that no more appeals are sent 
here. Your immediate attention to this is imperative. 

EvELYN SPAULDING, 
General Manager, Department of Social Service, 
1302 City Hall, Los Angeles, Calif. 

Mr. Mappen. Yes. 

Mr. PLapincer. What action has been taken ? 

Mr. Mappen. The last action that was taken was, as I recall ®, a 
letter from me to a Mrs. Mildred Spaulding, I believe. 

Mr. Piarrncer. “Evelyn,” I believe. 

Mr. Mappen. Stating the financial report would be sent to them as 
soon as it was available. I am not sure, but I will know by Tuesday 
whether that went out in due course to them or not. I understand 
from Mr. Migliaro it did go out. Because, you see, we had very little 
to send to anyone in the way of a financial history until this audit 
for the first year’s operation was finished. 

Mr. WEINMANN. The_ first year being 1954? 

Mr. Mappen. No, 1957. As far asa ‘full year’s operation, which is 
the one which they were interested in from a mail fund-raising cam- 
paign, you see. We are not talking about the elderly donors, Dr. 
Bowditch, or the people who made individual contributions to this 
organization. We are talking about when it got into this mail solici- 
tation campaign, because that is the thing the municipalities are in- 
terested in and the States are interested in. 

Mr. Piarincer. You referred to the New York proceeding as moot. 
Has the suit been withdrawn or discontinued ? 

Mr. Mappen. Not that I know of but when you comply with the 
whole purpose of a suit, in my opinion as a lawyer it becomes moot. 
I have not heard further. 
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Mr. Puarrncer. The past solicitation may not become moot, al- 
though, as far as the future is concerned, it may be. 

Mr. Mappen. It is possible they may not feel what we filed with 
them was compliance. That is what I discussed with the assistant 
attorney general, and I assume [I will hear from him for further 
information if not. 

Mr. Weinmann. Did the assistant attorney general ask you any 

uestions in his questionnaire or interview about the professional 
Feeih raiser ¢ 

Mr. Mapven. Yes; that was on their form. And it was answered. 

Mr. WeInMANN. How was it answered ? 

Mr. Mappen. The name of Harold Keats was put in there. ere 
to avoid controversy, because as this testimony has shown and will 
show, Mr. Keats was hired as a public relations man who also was 
knowledgeable in fund raising. So that, even though part of his work 
was fund raising, we put his name in, which in New York means he 
has to register in New York to continue to do business. 

Mr. Piaprtncer. May I interrupt here? This was raised yesterday, 
and I would like to read from Mr. Keats’ contract. In the agreement 
dated May 1, 1957, paragraph 3 provides— 


FAE hereby employs Keats as its exclusive employee director in charge of 
direct-mail fund raising during the term of this contract. 


In paragraph 4 it says— 


Keats hereby agrees to act 1s advisor to FAE on all direct-mail fund raising 
the latter shall engage in: to develop successful fund raising campaigns by 
mail, at the lowest cost * * * 

There is nothing in here about public relations. I do not see why this 
should raise questions concerning public relations with you. It is 
very specific. 

Mr. Mappen. Where is this, sir? Paragraph 4? 

Mr. Piarrncer. Paragraphs 3 and 4. — 

Mr. Meaper. But the next paragraph gives advice about literature. 

Mr. Piarrncer. Fund raising. 


Mr. Meapver. No; the next paragraph. 
Mr. PLAPIncer (reading) : 


To create all mailing pieces and write all necessary copy; to obtain mailing lists 
and provide for their proper testing— 
Ete. But it is all in connection with fund raising. 

Mr. Mappen. You say this, and you keep saying it, but I respect- 
fully say that does not make it so. 

Mr. Praprncer. Mr. Madden, I did not prepare the contract. The 
contract specifically says 

Mr. Mappen. I did not prepare it either. 

Mr. Praprncer. It says “fund raising” and speaks about “mail 
campaigns” and “fund-raising campaigns.” 

Mr. Mappen. And the mail campaign, as you either know by now 
or should know, is a combined campaign. And there is a great deal 
of copy in there which is for the purpose of educating and informing 
the public. Doctors here have told you this morning this is an abso- 
lute necessity, and I suppose the response is, “You mean it is a neces- 


sity to raise money” and I do not mean that. I mean it is a necessity 
for the American people—— 
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Mr. Piapincer. I am just addressing myself to your statement con- 
cerning whether there should be any question as to whether Mr. Keats, 
in your words, had as his principal function public relations. I am 
just pointing out it seems to me as a lawyer—and I assume it would 
appear equally plain to you—when it says Mr. Keats is employed for 
fund-raising activities that is exactly what it means. 

Mr. Mappen. I think we listed Mr. Keats on the New York form 
as a fund raiser because they had that specific question. 

Mr. Piaprncrr. My point is there should have been no doubt in 
your mind—as there was none in my mind—that he was a fund raiser. 

Mr. Mappen. I think he was a fund raiser and public relations 
man; like I am a lawyer and a father. I do not think the things are 
mutually exclusive. 

Mr. WEINMANN. But you are not on a retainer as a father. 

Mr. Puapincer. That is one contract you cannot breach so easily. 

Mr. Wernmann. The attorney general of New York showed me a 
letter from the FAE in response to his inquiry about the fund raising 
setup and the answer was as follows: 

With regard to your question about who handled the mailing and from where, 
please be advised that our own staff handled it. We buy the materials; i. e., 
envelopes, letters, etc., from various suppliers on a bid basis. Letter shop and 
mailing functions are also contracted for on a bid basis. Our staff negotiates 
with each supplier of goods or services separately and in no case do we pay 
anyone a commission and never do we enter into a percentage arrangement with 
anyone. 

We have mailed both from Washington and Chicago depending upon where 
we could get the lowest price. 

This is only a partial reading of the letter. 

Mr. Mappen. Yes. 

Mr. WreInMANN. The letter is in response to an inquiry of January 
10, 1958. 

Mr. Mappen. Yes. I think that that letter is entirely accurate, and 
when we get into this question deeply as to the mechanics of this you 
will see it is. Keats has no contract whereby he has taken over this 
organization, to exercise his own judgment and raise as much money 
as he can for it in any way he please. Keats is paid for a specific 
function in this mail campaign. I think that the only way to develop 
that—I personally as an attorney do not know the mechanics of a mail 
campaign. Mr. Babbitt and Mr. Migliaro do and they are here, but 
I understand you would rather wait until Tuesday for that. 

Mr. Buatnik. We will hear them Tuesday. 

Mr. Mappen. Yes, Mr. Chairman, but I think it is better, if you 
want to go over that letter paragraph by paragraph—I think it can 
best be done on Tuesday when those who are directly connected with 
it and know the details of it can testify. 

Is that agree sable! 

Mr. WEINMANN. Yes. 

Mr. Buatnix. If there are no further questions, the hearing for 
this morning is adjourned until Tuesday morning at 10 a. m. 

(Whereupon, at 11:55 a. m., the hearing was adjourned until 10 
a. m., Tuesday, July 8, 1958.) 
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FEDERAL AGENCIES AND PHILANTHROPIES 
(Part 1) 


TUESDAY, JULY 8, 1958 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON LEGAL AND MONETARY AFFAIRS 
OF THE COMMITTEE ON GOVERN MENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:25 a. m., 
in room 1501, New House Office Building, Hon. John A. Blatnik 
(chairman of the subcommittee) presiding. 

Present: Representatives John A. Blatnik and George Meader. 

Also present: Curtis E. Johnson, staff administrator; Jerome S. 
Plapinger, counsel; Eric W. Weinmann, associate counsel; and Eliz- 
abeth D. Heater, clerk. 

Mr. Buatrnrk. The Legal and Monetary Affairs Subcommittee of 
the House Government Operations Committee will please come to 
order. 

Off the record. 

(Discussion off the record.) 

Mr. Buarnrx. Mr. Madden, counsel for the Federal Association for 
Epilepsy, you have your officers and your witnesses here. May we 
proceed with the questioning we started last Thursday in the last 
hearing ¢ 

Mr. Plapinger, would you start the interrogation ? 


STATEMENT OF MRS. M. T. BROYHILL, PRESIDENT, FEDERAL ASSO- 
CIATION FOR EPILEPSY, INC.; ACCOMPANIED BY HAROLD 
BABBITT, VICE PRESIDENT; ALPHONSE MIGLIARO, EXECUTIVE 
DIRECTOR; ALFRED STUART, INDEPENDENT CERTIFIED PUBLIC 
ACCOUNTANT; AND MURDAUGH S. MADDEN, COUNSEL 


Mr. Puapincer. Just for the sake of background—I address you, 
Mrs. Broyhill—who are members of the Federal Association for Epi- 
lepsy ? ; 

Mrs. Broyutmy. We consider the members of the Federal Associa- 
tion for Epilepsy the same as Red Cross, Cancer, and other charitable 
organizations who try to contact the public and have them become 
interested in their work and they are interested enough to make a 
donation to the cause. If we summed it up in a little group of board 
of directors and the staff members who carry it and the parents of 
children that we handle, maybe we would have a very good size organi- 
zation even with that. But we feel that every person who has ever 
been contacted and has offered any assistance, whether in the monetary 
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yay or any other way, are members of our organization in the work 
that we are trying to do. 

Mr. Piapincer. Your bylaws provide that— 
the directors of the corporation shall be members of the corporation for the 
purpose of any statutory provision or rulemaking relating to members and any 
person who becomes a member of the board of directors is automatically con- 
stituted a member of the corporation. 

I gathered from the bylaws that the only members were the directors. 

For instance, would a person who contributed to the association be 
qualified to vote for a director ? 

Mrs. BroyuiLu. No. 

Mr. Priaprincer. So that the only voting rights would be in the 
directors ? 

Mrs. Broyuiii. Would be in the board of directors, that is right. 
That is true. 

Mr. Prarrncer. I see. Now, whom do you consider the directors 
of the association are responsible to ? 

Mrs. Broyuiu. To the public, of course. 

Mr. Piaprncer. I see. 

Mrs. Brorum. Definitely so. 

Mr. Piapincer. I just want to draw the parallel, for instance, be- 
tween a stock corporation where the directors are responsible to the 
shareholders. But actually here what you have in effect is a self- 
perpetuating board of directors who are the only people who are 
authorized to vote. 

Mrs. Broyuity. That is right. 


Mr. Prapincer. Just 1 or 2 points of clarification in your previous 
testimony. There was a statement made concerning the fact that 
Mr. Migliaro came over to your office on Lee Highw: ay and said he 

wanted to tell you about someone he had met “who was raising money 
debe the lines I had”—this is you speaking—“suggested before to 
Mr. Babbitt and Mr. Migliaro and many members of the committee.” 

Our information is that Mr. Migliaro had been previously associ- 
ated with Mr. Keats. 

Are you aware of that or were you aware of that at the time Mr. 
Migliaro made that suggestion to you ¢ 

Mrs. Broyuitn. Well, yes; in a way, yes, on a temporary basis. 

Mr. Migliaro had been employed by us vn a temporary basis to 
help us with little fund-raising things that we had before, and Mr. 
Migliaro kept in constant touch with us. He kept calling us and 
asking us what he could do, and suggested things to us to do that 
might help us along the work that we had. We had mentioned to 
him that we would like to enter into a field of direct mail, something 
similar to Boys Town and the Sister Kenny Foundation, and Cov- 
ington Boys Town, and other organizations that mailed out litera- 
ture and solicited funds. 

He knew we were definitely interested in something like that, but 
we didn’t know where to turn. We had no money to ‘employ profes- 
sional people from out of town. We just didn’t know who in the 
field could do it. 

Mr. Migliaro, as I understand, at the time that he came to me was 
temporarily employed by Mr. Keats, or had been. I am not sure 
whether he was the day he came to me, but he had had some relation- 
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ship there, I am just not sure. I am not too clear on that and any- 
thing I say there is the best I remember. 

Mr. Piarincer. Of course. 

Mrs. Broruru. He had for a short period of time. 

Mr. Bassrrr. I can answer. I employed Mr. Migliaro on a fund- 
raising venture of ours, which I believe was about a year and a half 
or so before he had ever met Mr. Keats. In other words, he had 
worked for our organization for at least 1 year—I am a little hazy on 
the exact date, which I can look up if necessary. 

Mr. Piapincer. What is the approximate date ? 

Mr. Mietiaro. I think I can tell you, Mr. Babbitt. 

It was April, March—April of 1955. 

Mr. Bassirr. And he worked for us—public relations, newspaper 
work, things of that type—for temporary periods of time twice; and 
this was long before, of course, Mr. Keats got into the picture. 

Mr. Puapineer. In the letter that was read into the record—we get 
into this gray area as to whether it constituted a fund-raising letter 
or public education letter, but the one that referred to the requested 
solicitation or contributions—there was reference to the fact that 
there were seals enclosed. 

Do you have samples of those seals? 

Mr. Bassirr. Here are the seals. 

(Seals were handed to Mr. Plapinger.) 

Mr. Puapincer. I was thinking in terms of the tuberculosis seals. 
These are the household labels Isee. (See p. 120.) 

We got into a discussion on Thursday concerning a number of 
admittees since January. 

Do you by any chance have that information, Mr. Madden? 

Mr. Mappen. Yes, I do. 

We got up those figures and Mr. Migliaro gave them to me just a 
little while ago, but he remembers them. Let him answer that question. 

Mr. Miciiaro. When we moved from Brentwood, we had nine chil- 
dren. Since moving to Leesburg, we have admitted, actually admitted 
physically, four. 

Mr. Puiapriincer. (See p. 74.) Do you know when those were, 
Mr. Migliaro? 

Mr. Miciiaro. Two were admitted, it seems to me, about sometime 
in February or March; 2 were admitted about 3 or 4 weeks ago; and 
a fifth one is due to arrive at the end of this month. 

Now, this only applies to Leesburg. It does not apply to the 8 
months that we were in Brentwood, during which time*a number of 
children came in and out. 

Mr. PLarincer. You moved to Leesburg in September ? 

Mr. Micriaro. In September, that’s mght, sir. 

Mr. Priapincer. That is what I addressed myself to. 

Mr. Mieuiaro. As Dr. Korngold said the other day, we delayed in 
taking in any children in Leesburg because we had to do certain things 
for the safety of the children to conform to hospital board require- 
ments. 

Mr. Piarrncer. The only question raised was with respect to the 
admittances to Leesburg. Dr. Korngold seemed to indicate there 
had been 5 or 6 admitted since January. 

Mr. Miauraro. There have been. There have been. 
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Mr. Piapincer. Excuse me. The reason I asked the question is that 
our audit, which was based on your patients register at Leesburg and 
your records in your office in town, indicated there were only two 
admitted up to the time of our audit, sometime in the latter part of 
May. There were 2 in March; 1 of the admittees in March had been 
discharged on May 1. 

Mr. Micriaro. That is right. 

Mr. Puaprncer. And another of the patient population that had 
been transferred from Brentwood had been discharged 

Mr. Mierraro. That is true. 

Mr. Piarrnger. In May also, so that there were at the time that our 
audit was completed : nine. 

Mr. Mictiaro. Well, I talked with Tom Taylor the other day and 
asked him to actually count noses out there and he says we have got 10 
right now. 

Now, the medical admissions board is meeting Thursday—is the 
10th Thursday? I think it is the 10th, I just got a memorandum this 
morning—to act on seven applications which now have all the infor- 
mation on them for the medical admissions board to act on. 

Now, I think one thing I would like to emphasize here is that we 
have some 60 applications at various stages of processing in our office. 
It takes anywhere from 60 to 90 to 120 di: ays from the first inquiry to 
actual physical admittance; because the first thing you get is an 
inquiry, either from a doctor or a welfare agency or a health depart- 
ment, or whoever has charge of the child. “They give you a general 
description of the child’s ¢ ondition: “Are you equipped to handle this 
child?” Well, from a study of that surface information, the admis- 
sions board determines whether or not this is a likely candidate. If 
he is, then we write back to the person who has made the inquiry asking 
for a series of tests; about 5 or 6 tests, maybe more, are required. We 
need a psychological test; we need a psychiatric test; we need blood, 
sugar, urine and a few other medical tests of that nature; we need a 
skull X-ray; we need a report of an EEG; we need a report on chest 
X-ray; and also a dental report. 

Then this usually is the real stumbling block in this whole thing, 
getting all these tests. In many cases these children have had these 
tests. Doctors—I don’t know whether you have had any experience 
with them, but when it comes to writing a report—— 

Mr. Puarrncer. To borrow a phrase from Mr. Madden, I am a 
father. 

Mr. Mierikro. It takes months to get a written report from a doctor, 
it takes months. I have had one girl from Tennessee, I have written 
to the doctor, she has written to the doctor, she has threatened to go 
down there with a shotgun and get a report from him; this has been 
going on now for 3 or 4 months and we have yet to have the report 
from the doctor on this child’s condition. 

So these are the delays that we run into. It takes time to get all 
of these reports together because we are writing back and forth. We 
are dealing in long distance here. There are 19 or 20 States repre- 
sented in these applications. They range all the way from coast to 
coast. There are a couple from C alifornia, a few from Ohio, Michi- 
gan, New York State, Florida, South Carolina, and North Carolina. 
Then after we have gotten all of this information together, we again 








; 





hat 
ind 
wo 
of 


een 


had 


our 


and 
t 10 


the 
this 
for- 


we 
Tice. 
y to 

an 
art- 
eral 
this 
mis- 

If 
king 
We 
ood, 
eda 
hest 


ring, 
these 
lence 


im a 


ctor, 
itten 
fo go 
been 
apport 


ot. all 

We 
epre- 
ist to 
fichi- 
olina. 
again 


FEDERAL AGENCIES AND PHILANTHROPIES 95 


submit it to the admissions board at its meeting. They determine 
whether or not on the basis of this information the child should be 
admitted. 

After that determination is made, then we send the parents or the 
guardians, or whoever has made the inquiry, a form to fill out which 
we call an application for grant. On this form we seek financial 
information about the family, and one of the questions on there is 
“How much do you think you can afford to pay comfortably for this 
child?” 

In writing our covering letter on this, we warn the agency or the 
parents themselves to be careful not to overstate the amount they think 
they can pay, because our experience has been that they will overstate 
the amount they can pay in their anxiety for admittance. 

We assure them that their financial condition has no bearing on 
whether or not the child is admitted. 

Once the medical admissions board says this child shall be admitted, 
the child can get in there for free or for $25 a month, or whatever the 
family can pay. 

Mr. Praprneer. Mr. Migliaro, you mentioned before that you had 
some 60 applications pending, which were being processed. 

Mr. Micrtaro. Well, they are applications or inquiries concerning 
placement of their child. 

Mr. Piarincer. You mean whether their child would be acceptable 
or whether you have facilities ? 

Mr. Miext1aro. They write us an inquiry. Sometimes we write them 
back and say this is what we need, and we don’t hear anything from 
them for a number of months and wonder why, so we write them 
again. 

Mr. PLapincer. How many applications are in actual process before 
the admissions board ? 

Mr. Micriaro. Well, there are seven which are going to be taken 
up Thursday or Wednesday night, whenever it is. 

Mr. Puarrncer. What is the capacity of the center at this time? 

Mr. Micrraro. At this time the capacity of the center on the basis 
of hospital board requirements, which would be the main house only, 
is 20. 

Now, by breaking a door through one end of the guest house—and 
that is all that needs to be done, the furniture is in there, the beds are 
in there, the linens are available and staff is available; all you have 
to do is break that door through there—we can make room for another 
12 or 14 children in that building. 

Mr. Piaprncer. I was interested in this because I notice in your 
proposed budget for the year, you have budgets for 8 children and 
for 16 children and nothing further. 

Mr. Mierraro. That is right. 

Mr. Puarrncer. Is that all you are prepared to take care of this 
year ? 

Mr. Micxraro. Well, we have to have a basis for the board to act. 
We made a proposal to the board of directors and the board of directors 
came back and said “relate this to children.” And so this is what we 
did ; we did it in progressions of eight. 

We also have a budget for 64 children, we have also a budget for 
2 times 64—128 which we have, of course, not gotten approval for. 
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We have never submitted it to the board for approval, but it was used 
as a guide. 


Mr. Praprncer. The budget for 16 was approved by the board or 
was submitted to the board ? 


Mr. Mier1aro. It was submitted to the board and was approved, yes, 
as I recall. 

Mr. Prarrncrr. Let me ask you this—and I don’t wish to cause 
any embarrassment to any of the persons involved, but in reference 
to your patient population, we noted that 3 of the 9 patients at the 
time we looked at the books were children of directors. As I say, 
there is no interest by the committee to identify them by name. What 
I was interested in was any question ever raised under the Internal 
Revenue Code as to the benefits of a tax exempt association, such as 
yours, insuring to the benefit of a private individual by reason of the 
directors having children in the home? 

Mr. Miaxiaro. I was not with the organization at the time and I 
think Mr. Babbitt can answer that question better. 

Mr. Praprtncer. Mr. Babbitt. 

Mr. Bassrirr. No; that was never raised because every director who 
had a child in the institution paid for that child in every instance. 
Never was a child kept free. 

Mr. Piaprncer. Was there any question of possibly denying a 
benefit of some nondirector’s child because of the fact the director’s 
child was a patient at the center ? 

Mr. Basesrrr. Never. 

Mr. Praprncer. Has the Internal Revenue Service ever audited 
your books ? 

Mr. Bassirr. They have gone into the claiming of exemption of 
these children. 

Mr. Puiaprncer. You mean on initial application for exemption ? 

Mr. Baserrr. No; on the individual parent basis. See, this was—— 

Mr. Piarincer. You mean the medical deduction ? 

Mr. Bassirr. That is right, which is exactly the same thing I 
believe, is it not, that you are speaking about ? 

Mr. Piaprncer. No; I am speaking about the tax exempt status of 
the association. 

Mr. Baserrr. Yes, it has been taken up with the association. This 
was back in—I cannot remember the year, it was when we were at 
Ruxton. 

Mr. Piarincer. Let me get this clear, what was taken up with the 
association ? 

Mr. Bassrrr. The Internal Revenue went into this question com- 
pletely with Dr. Bowditch, who at that time was director of the 
institute. They were completely satisfied at the end of the conversa- 
tions, whatever they were. I was not there and do not know what 
occurred. 

Mr. Prarincer. Who was there, just Dr. Bowditch ? 

Mr. Baperrr. No, the staff. But Dr. Bowditch was the director, 
and I assume he was the one who carried on the conversation. 

Mr. Praprncer. They specifically went into the association’s tax- 
exempt status? 

Mr. Baspirr. Yes. 
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Mr. Puiarrnecer. Is there anything in your files to indicate any cor- 
respondence on the matter ? 

Mr. Bassrrt. I do not think so. 

Mr. Piaptincer. Any memorandum ? 

Mr. Bassrrr. I do not think so, not that I know of. 

Mr. Mappen. May | inject this, Mr. Plapinger ? 

Mr. Piapincer. Yes. 

Mr. Mappen. The answer to your question to Mr. Babbitt was that 
the directors paid at least all of their own way toward their own 
children. 

Mr. Piarincer. There were varying fees paid by different di- 
rectors ? 

Mr. Mappen. That is correct, and I think to pursue this, you should 
go into that question; and then if you have some feeling that they 
were getting something from the association, then your questions 
would have some relevance as far as the Internal Revenue people are 
concerned. If not, I do not see the relevance. 

Mr. Puarineer. The relevance is only in view of the provision of 
the code which states that no benefit shall inure to any private in- 
dividual. 

I was interested in finding out in view of the fact there were di- 
rectors’ children being cared for by the association, whether that ques- 
tion had ever been taken up or raised by the Internal Revenue Service. 
I think that is relevant. 

Mr. Mappen. If they were having free service or service for less 
than what it was costing, then I think it is relevant. And I think 
that is the area that would be relevant. 

Mr. Praprncer. You tell me, what does it cost to take care of a 
child? 

Mr. Bassirr. Well, at the present time at Leesburg I think that 
our cost per child probably runs from $300 to $400 a month. But 
this is true of any institution that takes care of children of this type, 
and there are many of them who will take children for at least $56 
per month less than the lowest fee paid by a director. 

Mr. Priaprincer. Well, are any of the directors paying $300 to $400 
a month ? 

Mr. Bassirr. No, sir. No one director, or otherwise, is paying that 
kind of money. 

Mr. Meaper. What are they paying, Mr. Babbitt? 

Mr. Bazsrrr. The members of the board of directors, there are 2 
of them, 1 pays $150 a month for his child and the other pays, I be- 
lieve, $225 a month for his child, 

Mr. Meaper. Are there any other children whose care is paid for 
there besides the directors’ children ? 

Mr. Bassirr. Yes, sir; there are, and none of them pays any more 
than these fees at all. 

Mr. Puiarincer. I am sorry, I didn’t hear what the directors pay 
for the care. 

Mr. Bassrrr. $150 a month and $225 a month; $150 a month for 
one and $225, I believe, a month for the other. 

Mr. Puarrncer. And the third child who is no longer there? 

Mr. Baserrr. Was $150. 

Mr. Puarrncer. $150? 
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Mr. Baserrr. That is correct. 

Mr. Puaprrncer. Are there any moneys due from the care of that 
other child ? 

Mr. Bassirr. Yes, there certainly are, and we definitely expect to 
collect them, and have applied for them. It is just a question of 
the gentleman in question being in financial difficulty and not being 
able to pay at the time. 

Mr. Piaprncer. How do you arrive at the figure $300 or $400 a 
month for the care of a patient ? 

Mr. Bassrrr. Let us say on the experience of the last 9 years, our 
cost ran between $200 and $300 per month, varying due to the num- 
ber of children and the state of their health. This is a variable which 
is not constant. You do not always have these variables. 

Taking budgets over a period of time, it broke down to between 
$250, I would say, and $300—it would be very close—up until the 
time we went to Leesburg, with an expanded program and trying to 
do a lot more on this question. 

As an example, some of the children who are there have never had 
the opportunity of sheltered workshop work or any type of handi- 
craft outside of those basic things which can be done with a minimum 
of expenditure. 

Mr. Priaprncer. Well, you say in the past, on the basis of past 
budget experience, your statement for 1957 allocates or shows that 
$71,000 is the cost of running Leesburg. On the basis of 9 patients 
or 10 patients, it is some place between $7,000 and $8,000 a year. I 
am just wondering how this is reconciled with this figure of $300 
or $400. 

Mr. Bassrrr. Is not some portion of those things that are not di- 
rectly attributable to the children? Would you not say, for example, 
that—I believe improvements were made as part of that money. 

Mr. Prarincer. Improvements? 

Mr. Baserrr. In the building. I think so. 

Mr. Puiarineer. It is an operating statement. 

This is an operating statement. I would assume improvements are 
not included. 

Mr. Bassrrr. You are correct, it is not in this at all. This $71,000 
figure is for the items listed here. 

Mr. Puartncer. For the items listed on schedule 

Mr. Baserrr. B-1. 

Mr. Piartncer. B-1? 

Mr. Baserrr. That is right. 
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SCHEDULE B-1 
FEDERAL ASSOCIATION FOR EpPmILepsy, INc. 


National Children’s Rehabilitation Center expenses for the year ended 


Dec. 31, 1957 

Es iit ta ccc seer cacn a coasted le * $47, 844. 25 
a ressccsccsits side ihiatls actin nding atic inecientdendniii ea iadats ahaha naiateceaatindicebanieanded 7, 114. 58 
TI annie ie heh: Sal chal tai ice 2, 820. 00 
CCRC RO a. cics eigen ccqincnigstini dis bssstak nko cacegtnh i edderaaaa mine teenies 2, 773. 20 
Repairs and. manientee ene mennnnbapaeeaneetanane 1, 943. 27 
POO aah acti cad nests coniaciscinerchnceninantiscceaaaeiailiaancndndiinbaaaanaitaa aaa 1, 783. 82 
DI snc ni dina nintasemeninmenpietiiiiimaninaeeiaaa 1, 468. 37 
ee aici ar cccctecrtenit sciences bias tediian nasa aiid 845. 21 
CRUIIED WR aan ees cinsitsiin eninnitnin tts nnttinas ican man ciiamienal 842.13 
"IONE ye cases ecggiccagn nthe ints ndesienipiaiaaintnnbnaa ama 821. 20 
CO lie iii nsscs canhcieseg ine eink celiac tl daaeain ta ena 570. 15 
TE a Satan nassinnisennatencichnepivendentinniiainiesiniiiammnimavmenle 567. 80 
PORN NI istic assesses ete en nteciiinnstcininiciensieanientndinamieas een 540. 00 
TRS OTN SEOs tien don neamiamsaiaan 394. 09 
Eo 6s ite caine chine einai tie ece 308. 44 
TR Coo i vittin a metinnincinnininpinaimecmciagiiaine, 297. 40 
SE CU eR nko nc caidas ddan ies 62. 00 
Subseriptions G60 periodicals... 2. ncn qapmepeenswes 35. 12 
DTCC ite cles cts scl hc cals Ds a dace 417. 89 

I acini iin ca cn litte tcc else ican 71, 448. 92 


1 Included in above salaries is $9,906.45 due Dr. Bowditch for prior years’ services. 


Mr. Bassirr. You are referring to Leesburg, which we have been 
in since September. We are starting an operation there. I would 
venture to say that perhaps triple the sonnets of children out there 
could be kept for a very slight increase in this budget, I would say 
24 children for slightly more than the 7. 

Mr. Praptneoer. As I recall, the budget for the Leesburg site showed 
$96,000 a year for 8 children and $103,000 a year for 16 children. Is 
that correct ? 
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NATIONAL CHILDREN’S REHABILITATION CENTER 


Budget 1958 (8 children) 


I ie detalii xe icnsas cassettes adiiiaehabiaa na amahaabaae ilies $6, 000. 00 
Medical staff : 
Bees Gireceor CHOPE BIG6) on ec ieinennmnmnee 2, 400. 00 
Consultant, neurology (part time) —--..--._-________-_ 2, 000. 00 
Nursing staff : 
Nurses (1, at $325; 1, at $300 per month) ____-_-______ 7, 500. 00 
Nurses aides (8, at $120 per month)_--_-_--___-_-_ 11, 520. 00 
Laboratory technician (1, at $24 per month) —---__-_ 288, 20 
RINNE NUNN coarse 2 ee tre acteraemendo gen asain atanadecnhocecieeg 23, 708. 00 
Educational staff : 
EE rahaameabatntadhege dt taint tmcer te ee ates dete a 4, 800. 00 
hatte > sanecicrhaseaaletnthe orbs sacs earnest met pap re 3, 600. 00 
eek) Siewijotel-. 5.5 eee 8, 400. 00 
Kitchen: Cooks (1, at $160 and 1, at $150 per month____ 3, 720.00 
I I a a ree cneconaccupeatonacenaammemete 6, 000. 00 
Secretary-bookkeeper-dietitian  .......--_-----_---_--__ 3, 600. 00 
Carttakera (2; at $106 per month) =... 4, 680. 00 
I scarce teen a ee 2, 400. 00 
IIT: I as tact Sie hemo 1, 560. 00 
etnies ie ec Ah Gee a Lawiabecaieleca 
I i le oe 9, 210. 00 
PN ihe se atggccmin daanainies inde hominem a ani eeateged es 2, 390. 42 
isin eaters Be Leb pe tn ee sch ad Sascel 2, 213. 44 
Supplies: 
DEGINOs ORG lehoretory ac ocineccuismdnendenwenne 1, 408. 20 
SD Ahn Riinniccjbrwdikiincibaiientn Ried accehiedl bein ipiey tes 1, 598. 04 
Stationery and office (includes postage) __.__________ 708. 68 
TeGriene~ peyenene.. 2-2 te ee ts 10, 000. 00 
Teenie eed Uelegrapn. cl 1, 494. 60 
Building and grounds—repairs and maintenance________ 3, 019. 92 
Se ee ee NB a nk i ce 585. 60 
MS Sai es acase ai cries acai thn ed hse palit aaaR pide 1, 752. 07 
I al, 120. 00 
aI os ai er enaebics gas ckeicemeus 450. 00 
NN a aii isi ac sel se cicclidaa ca scp, 1, 720. 92 
Total 


$59, 668. 00 


36, 672. 09 


96, 340. 09 
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Budget 1958 (16 children) 


DAD ORID ce nitiirsity senitere thin tin bobbiieenia= dade $6, 000. 00 
Medical staff : 
Medical director (part time) —~.---------~---.-._-.- 2, 400. 00 
Consultant, neurology (part: time) .....----------- 2, 000. 00 
Nursing staff: 
Nurses (1 at $325; 1 at $300 per month) —~---___-_ 7, 500. 00 
Nurses’ aides (8 at $120 per month) —----_--__-_-__ 11, 520. 00 
Laboratory technician (1 at $24 per month)-_--_-_ 288. 00 } 
SST TT yj 
POUT MUON wisi dctarinntmisiiitintn ean 23, 708. 00 
Educational staff: 
Peactior- principal... <2 ono cI 4, 800. 00 
Temcher.. 2. nna sitie bbtt ci nectsnetingwe-4pleek 3, 600. 00 
etek aimentiames ... nuimcakebenthimeuueabaneek 8, 400. 00 
Kitchen: Cooks (1 at $160 and 1 at $150 per month) —_-_-- 3, 720. 00 
| Bieineen, WBN RG Oat: Ace cnpeencs og tabu touetiadnwtntn 6, 000. 00 
: Secretary-bookkeeper-dietitian  ......----.--_---------. 3, 600. 00 
Carotakers (2 at S100 per moni)... 4, 680. 00 
Terme Mapor vane nn ae 2, 400. 00 
Beenesanes, : TGs Se a heen eb 1, 560. 00 
TSO. CRD adi nerd ennnnbenticdibtaidind ape eibecennal $59,668. 00 
Wi bsccgnpussaaesanadncanpsscccaupecbcacis-nanioniencenheaibaaeaanavaemaiiaae re 13, 815.30 
8. 00 Utilities LI ee 2, 390. 42 
IG tie Sin in ss icin iets inl al a AEE ES 3, 320. 16 
Supplies : 
Medicines and: lanh0Oratery..< nsinsetenecsiresesedtans 2, 464. 35 
NINO a, can: scx: ssaruentnapanssarecataecmaraee aetna einai tae 1, 598. 04 
Stationery and office (includes postage) ____----____ 708. 68 
Midetenes : pee. 6 ee 10, 000. 00 
Teldphone. muna’ tolerant. — 2 BL sc tices scien eonentnee 1, 494. 60 
Building and grounds__repairs and maintenance________~ 3, 019. 92 a 
UE GE ee IE WINNIE, ba enaccncneenisereceeeeecaclinejeacinialioc Inenasesanaraninanan 585. 60 
Wmmeremee oe I ee eed 1, 752. 07 
SRT UOE WORSE ean ccnnaialnbibes wage eee 240. 00 
Fire alarm: aystemi dsnesnskccnsadscasksinA oni 450. 00 
REIOCORIR TOGO < aicinincsdusducivnessdcataotd AaedeesaRaeerbedians 1, 720. 92 
43, 560. 06 
Lact tis... 
2. 09 | Metals 50 be ccliicte leet se Sho) woes 108, 228. 06 
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Mr. Bassirt. Yes, sir. But that includes repairs and maintenance 
for the place. I mean you will include all those items not direct 
services to the children. 

Mr. Meaper. Mr. Chairman. 

Mr. Buatnrx. Mr. Meader has the floor. 

Mr. Meaper. I would like to clear up the matter of the directors’ 
children out there. 

I understand the child of a director who is no longer there, there 
is an arrearage on the amount that should have been paid. 

Mr. Bassitr. That is correct. 

Mr. Mraper. How much is the total due the Federal Association 
for Epilepsy from that director ? 

Mr. Baserrr. I think it is approximately $1,200. 

Mr. Mieiraro. Approximately $1,200. 

Mr. Meaper. He was supposed to pay $150 a month but did not pay 
anything, is that correct? 

Mr. Bassrrr. That is correct, for a period of time. However, we 
did get him to sign a note for a portion of the money he was in arrears 
at the end of this period. He has been paying that note off at the 
bank. 

Mr. Meaper. Now the other directors that have children out there, 
one at the rate of $150 a month and the other at $225, are those 
accounts current or are they also in arrears? 

Mr. Baserrr. They are current. 

Mr. Miextaro. Current, right up to today. 

Mr. Mraper. Are there other children out there besides directors’ 
children who pay also? 

Mr. Bassirr. Yes, sir. 

Mr. Miertaro. None of them, however, Mr. Meader, if my recollec- 
tion is right none of them pay as much as these two directors. We 
have some out there who pay $50 a month, some who pay $25, some 

fo. 

Mr. Mraper. How do you fix the charges for a child? 

Mr. Mier1aro. Based upon the family’s financial condition. 

Mr. Bazeirr. With one proviso, and that proviso is we have found 
through experience that if a family, especially one that does not have a 
responsibility, a real feeling of responsibility toward the child, pays 
absolutely nothing, they tend to leave the child entirely in the care 
of the institution; whereas, if they pay some token sum, it heightens 
their responsibility and gives them more interest in the direct welfare 
of the child in helping him. 

Mr. Wetnmann. The policy of the Federal Asssociation for 
Epilepsy is what you just stated? Is what you have just stated the 
policy of the FAE; that is, never to take any child completely free 
of charge? 

Mr. Bassrrr. Absolutely not. We have taken children free of 
charge and we will, there is no question. 

Mr. Mraper. Do you have some out there now who are not paying 
anything? 

Mr. Bassitt. I really do not know. 

Mr. Micr1aro. No, sir, we do not; but I think some of these applica- 
tions we are acting on now, I think we are going to get 1 or 2 which 
come from public welfare agencies. 
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The point, as Mr. Babbitt said, is we have found over the years that 
there are some families who have a child of this nature who want 
to completely forget him, put him in an institution and forget him. 

We have found even if the parents pay $15 or $20 a month, the 
do have this responsibility, they do have this reminder once a mont 
that they have a child out there. And a very important part, as Dr. 
Korengold pointed out here and Dr. Haring pointed out here the 
other day, a very important part of this therapy of the child is the 
therapy of the parents. As a matter of fact, in many cases you have 
a more serious problem with the parent in conditioning him to accept 
this child and how to treat him in the home than you do with the 
child himself because in many cases the child’s psychological condi- 
tion, according to psychologists, is caused by the parent’s treatment 
at home. 

Mr. Bassirr. I think you will find this $25 figure was suggested to 
us by the medical and psychological representatives on the basis where 
the family could afford it at no hardship—and of course when there 
is any person or applicant who cannot afford it, there is no question 
about that. 

Mr. Mierrtaro. We ask for reports from social caseworkers, for 
example; what is the relationship between the child and his mother. 

We had one child who was brought out there 2 or 3 weeks ago—no, 
about a month ago. I got a call from the probation officer of the 
juvenile court of the District of Columbia 1 day last week which 
made me feel wonderful. She said this child had already written 
two letters home. He is very happy there. She said that the mother 
took her child out there and met Mr. Taylor, and she said that Mr. 
Taylor seemed to be a wonderful man. He is firm with the children, 
but not mean. And then the probation officer interpolated that was 
his trouble at home; his father either ignored him completely or, 
when he tried to discipline him, was mean. 

Mr. Prarincer. Mr. Taylor, the business manager at Leesburg? 

Mr. Bassrrr. He is the acting director. 

Mr. Mietiaro. Acting director out there right now. 

Mr. Piarincer. He is business manager ¢ 

Mr. Bassitr. Yes, we have a medical director. 

Mr. Micuiaro. We have 5 consultants in all of these fields, 2 of 
whom you met the other day, who are out there on a regular scheduled 
basis, members of the professional admissions board. 

Mr. WreInMANN. You emphasize now and emphasized to me in a 
conversation much before these hearings what you just said and what 
Mr. Babbitt just said about the undesirability of accepting patients 
who didn’t pay any fees at all. 

Mr. Miertaro. Not undesirability of accepting patients who do not 
pay anything at all, Mr. Weinmann. It is a question of what is 
the situation. 

If we have a situation where the parents are rejecting this child 
and just want to put him away somewhere and want to forget him, 
we—and when I say “we,” I am talking about our professional people, 
our psychologists and psychiatrists—feel that it is very important 
that a relationship continues to exist between the child and the parents 
after he is in the institution. 

Mr. WEINMANN. I understand that. 
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Mr. Mierraro. It is not an undesirable thing to have a child there 
for nothing provided these other factors are present, that the child 
does have a warm relationship with the parents. If he does not, then 
we will insist on some token payment, just a monthly reminder that 
that child is out there and he should be visited periodically. And 
ra should get some therapy when they are out there with the 
child. 

Mr. WertnMANN. But is not the token payment, the medium, by 
which the parent can demonstrate his relationship with the child, 
continuing after the institution 

Mr. Mieriaro. No, not to demonstrate his relationship with the 
child, but to help bring about a better relationship with the child, as 
a reminder that that child is there. 

Now this may seem unbelievable to you, Mr. Weinmann—lI do not 
know whether you are married or not—but when I first came across 
this situation, I could not believe that there were parents such as 
these. I was told by experts in the field that there are such parents, 
and I have met such parents since I have been in this field. 

Mr. Wernmann. The reason I am pursuing this question is that at 
the end of May, you sent out a‘number of letters over your signature 
in which I think you made an attempt to bring your admissions file 
up to date and inquired why you had not heard. 

Mr. Miexiaro. That is right. 

Mr. Wernmann. And step up your admissions. In that letter, you 
always emphasized that the child would be accepted without charge. 

Mr. Miauiaro. Yes. I think if you read the entire letter in its full 
context, we did say the child would be accepted free of charge in 
“worthy cases.” 

Mr. Bassrrr. I think that we have a problem here: Thé problem 
is that we are going over a very short period of time, a period of time 
in which we were in our infancy, such as a hospital with 25 beds. We 
are basing our inquiry upon a limited number of patients. 

This organization has a background of many years. In these years 
we have accepted patients with no charge. We have paid their way 
through college. We have done these things in the past; we will do 
them again. We are in a position of going from a place that was 
eminently undesirable, not fitted to do this job, with a number of chil- 
dren in there. We took these children along. We were never able 
to do the job with some of these children that should have been done. 

We now are embarking upon a complete program and by the end 
of this year, I think a file which will be satisfactory to you and the 
other gentlemen on this committee will be available. And, of course, 
there will be charity patients. There was never any question about 
it in any of the minds of the members of the board of directors. 

This is a medical matter we have no real relationship with. We are 
trying to explain something they tell us should be done. I think that 
perhaps is the best explanation. 

Mr. WEINMANN. May I pick up a point you made? 

Mr. Bassrrr. Surely. 

Mr. Wetnmann. A point you made a minute ago. Dr. Korengold 
and, I think, also other witnesses have stressed the extremely limited 
facilities out in Leesburg as a reason why you only had nine children. 
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Is it then consistent to say that the presence of three children belong- 
ing to the board of directors would not work to the exclusion of other 
children, given such limited facilities ? 

Mr. Baserrr. Oh, certainly not. I do not think we have limited 
facilities in this way. 

We have, with alterations, a place for approximately 35 children. 
With more expensive alterations, which we have gone into, I think 
that we could place over 50 children with the existing buildings now 
there. 

Mr. We1nmann. But you could only take nine so far, or at the time 
of the subpena. 

Mr. Mrattaro. No. 

Mr. Baserrr. I think the problem with the nine children was that 
the medical board would not permit us to take children without being 
completely prepared with a program and everything else. 

Now, Dr. Korengold went into that rather extensiv ely. Dr. Bow- 
ditch, who had been the director of this setup for 28 years, was a sick 
man, with a heart attack, was not able to work full time, and finally 
died, I believe it was in March. 

Were it not for these circumstances and others, such as setting the 
place up, putting in the necessary sprinkler systems, and so forth, 
down the line, there probably at this time—or the time of the inves- 
tigation—would have been 20 children, or at least the main house 
filled, which was the primary objective, to take care of that first. 

I do not think there is any question it will be filled very shortly. 
Our program is progressing very rapidly. 

Mr. Micuraro. Mr. Babbitt, if I may, on this question of inadequate 
facilities, we are talking about two different facilities here, I think. 
When Dr. Kor engold said “facilities,” he was not talking about physi- 
cal plant. There was room there and we could have taken in immedi- 
ately up to 20 children, knocked that door through there and taken 
in 12or13more. The facilities Dr. Korengold was talking about are 
professional staff. 

Now, professional staff, not at the top level but at the median level, 
the teachers and the nurses he was talking about. Because we are 
licensed by the hospital board, we have to have a registered nurse on 
duty 24 hours a day. 

Unlike many of these boardinghouses, boarding schools for chil- 
dren, we administer medication. ‘You must have a ‘registered nurse to 
hand a pill to a child; not just anybody can do it. 

In your home, your wife can administer a pill. Ina public or semi- 
public institution, a registered nurse must do it. This is a 24-hour-a- 
day operation. 

Mr. Wernmann. I understand. 

Mr. Miettaro. Now, in order to get nurses, Mr. Weinmann—I do 
not know how familiar you are with the problem in nursing; there is 
a tremendous shortage of nurses. We only hired our fourth nurse a 
couple of weeks ago. I was in Leesburg, I think, a week or two ago, 
and Mr. Taylor was interviewing the nurse that he was going to hire, 
and Dr. Rogers had also interviewed her. We finally got our fourth 
nurse just the other day, a couple of weeks ago. 

As far as our teachers were concerned, we had the same situation 
where we moved out there at the beginning of a new school year. The 
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contract season had ended and, as Dr. Haring pointed out the other 
day, you cannot—it is very difficult to hire a teacher in the middle of 
a school year. We had to wait the entire cycle of the school year. 

Mr. Weinmann. Is it not true that in spite of the number of appli- 
cations—I think you said 60—you had only 9 children, because you 
could not take any more children at the time? 

Mr. Baserrr. Well, I think, Mr. Weinmann, a better explanation 
might be that it might not be wise to take any more children, not that 
we could not. In other words, we certainly could have put the chil- 
dren in the center, but we could not have given them the proper 
training and care. 

For example, sir, we put a dental chair and dental equipment in 
there which was mostly donated, but you cannot charge that. to nine 
children. I am quite sure many hundreds of children will use that 
equipment. 

Mr. Wernmann. All right, putting it that way then, it would not 
be wise to take more than nine children 

Mr. Bassrrr. I would not say the figure nine because I do not know 
if that is the correct figure or not. That is up to the medical admis- 
sions board, they determine these. However, the limited number of 
children that they could accept were accepted on the basis of facilities 
available and help. And when I say “facilities,” I mean the people 
who can teach and instruct these children and provide them with a 
complete program are being rounded up and are in the process of 
forming a complete staff. 

You came in the middle of the job, when this audit was taken. 

Mr. WetnmMann. Well, is it not still so: With a limited number of 
children that you could take in, which at the time happened to be 
9, 3 children belonging to the board of directors displaced 3 other 
children who could have come in from the outside? 

Mr. Baserrr. I do not think so. 

Mr. Miertaro. No. Even if these three directors’ children were not 
there, we would not have taken any more in until we were set up; 
until, for example, we had the fence built around the swimming pool, 
until we had the sprinkler system—not sprinkler system, but rather 
fire-detection system in there tied in to the sheriff’s office down at Lees- 
burg. We just did not—even if we only had one child, we would not 
have taken more in, any more than a hospital will take any patients 
into the hospital until its operating room is completed. 

It was not a question of excluding someone because there was some- 
one else there; we had a bed for these children, we could bed them 
down. 

Mr. Baserrr. I think the other side of this is that before this money 
that you gentlemen are talking about was available, these same direc- 
tors that you are talking about went out and made loans, put out 
money, to keep the place in business so that it would not go out of 
business, raised the money by paying fees in advance, bor rowing 
money, among other things. So that we are looking at two sides of a 
coin, not just one side. And if you will look at past records, I think 
you ‘will also find that that has occurred and that these directors that 
you are speaking of are the gentlemen who res th all the children 
that have passed through this institution over the years, and many 
times it was financial] as well as work. 
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Mr. Puiarrneer. Our audit shows on May 5, 1958, there were 24 
active employees at Leesburg, of which 10 were maids. 


Schedule of information regarding the employees at the National Children’s 
Rehabilitation Center at Leesburg, Va. 


[Information taken from employee record cards !] 








Date Salaries paid 
Position rise aa Annual |. a2 

| salary 
Hired | Retired 1957 | 1958 (Jan. 1- 
| Apr. 30, 1958) 
Medical direector__.........-_- |. ea, . Mar. 4, 1958 | $6, 000 $7, 220. 00 $4, 350. 00 
Business manager. .........-- Ovi Bias Jawa 6, 000 1, 299. 88 | 2. 000. 00 
WN ts cdacwnitedtncxetaids Dec. 15,1957 | Feb. 15, 1958 | 3, 600 120. 00 | 450. 00 
Do... a sincacdeasal TUES. ete La ncmeaemateen 3, 900 | 668. 22 1, 561. 14 
Mn id ee Nov. OR 1008 6s ees -.| 3, 600 | 325.00 | 1, 557. 70 
, SRR eon se e F eaiicetainiiicakc coset 4,800 | 4, 200. 00 | 8, 239. 50 
RCE ASSES ee aE? oe ee ee ae | SCH | 370. 00 
I at alin a Apr Ry RA diateiatswadeadicmadial TN oti ea: 287. 50 
Ce 3 ee eS, Nee. ‘SWE. 2e 1, 440 336.00 | 460. 00 
re eee eee ee es ee 7 sb Nedieltciaaleipteciatthin ek 1, 920 1, 957. 38 665. 53 
SS fe Sept. 30,1957 | Mar. 15, 1958 1, 800 | 455. 00 | 337. 50 
MEMS, og icedibetiact coke .| Jan. 41,1958 | Feb. 28, 1958 | ‘Ol... wets 177.00 
BND og Sites ccnanacibtais ic earei meet Ae Es EE aca eee | 1, 440 382. 27 490. 00 
Whee bas aetna i ee | Se | 1, 440 336. 00 | 525. 65 
lbs oe edo tsa cece ea idl eh do 2 oe 1,440 336.00 | 430. 00 
Un iitscincns sie witha hens aetna Bis csciiaease anal aihintahebreceece 1, 440 332. 00 | 460. 00 
iD bc cavecdak shdkddddauetidad Deo: 15,0087 |... sack. | 1,440 47. 63 491. 00 
aE eae nny SN Sele AEE hn eeenainkintinnat 1,440 | 43. 30 | 462. 00 
Bo kaise on tote ea Sept: 1G Woe 1 sshs ksi. .t 1, 440 412. 63 | 474. 00 
ie ate ia SS Sem. A, WD han desmdcs eaten DOGS. caccatchbndibed | 429 50 
RE ee eee Mar. 7.1958 | Mar. 31, 1958 | io... 98 00 
| 3. PME S PESTER TLS FE Sept, JOG feos | 1, 440 387. 94 | 146 00 
ae a PaO 3 SS DTI anche | 76.7 
RA one cuds a ba deszheces Nov. 1, 1957 éé . 1. 560 363 97 | 526. 53 
Tn sii ih ee ag ier | A eects Z 2, 400 559. 94 783 39 
ee ee eee eee wept. te 1e0F |... .-5.-.. 2, 340 685 25 789. 75 
SS aS pk en ie reer 2 2, 340 685. 25 | 789. 75 
er Ps i S| 2, 080 169 00 | 236. 00 
Gomretery |. 25h ee. acl INOW EG WOee Pedenk tbs del 3, 600 | 685. 00 | 1, 200. 00 
Business manager. -_......-.-- Sept. 1,1957 | Nov. 15, 1957 | 6, 000 | ON OR ak 
Ps nea eae Sept. 22,1957 |.....do _.._..] 4,000 | Ta OP tc 
Be hse 2s aie Nov. 1,1957 | Dec. 15, 1957 | 3, 600 PO bs ceoccsstexs 
«on nve Mikki cite 4 Dec. 1,1957 | Dec. 31, 1957 1, 440 | OA Se i lee 
Wh 058 St each ake be Oct. 15,1957 | Nov. 30, 1957 | 1, 440 | BOT bctld nn ecaee a 
BD betas pocewecs-secee} SEPt. 13,1067 | Oct. 16,1067 1, 440 Se 
SUS Sanaumaedeaeiainte - do ..--| Dec. 15, 1957 1, 440 BE Oi Tonateces ss 
Oct. 1,1957 | Nov. 15, 1957 | a } MO GO) dasa. seas 
Dec. 26,1957 | Dec. 31,1957 |.....-.....---] I Ro cringe Stent iniia 
Nuree......--........+........| SOP: GO IGT | Beees Ta eee 4, 000 WOES adic cob dees 
0 Se Sept. 1, 1957 Sept. 30, 1957 2, 400 200. 00 inieleheniee Silawinn 











INFORMATION AT APR, 30, 1958 


| Paid in 1957 | Paid in 1958 








(to Apr. 30) 
Nurses (total, 6 hired; 3 on duty in same period; 2 on staff at Apr. 30, anne " $2, 621. 34 $3, 118. 84 
Teachers (3) (only 1 in 1957; back salary paid to her in 1958)__....._.......-- 4, 200. 00 8, 897. 00 
Cooks (hired, 3; presently working, 2, ioe, Dtdeccwacwdse a deewihen ack 2, 748. 38 1, 463. 03 
Maids (total hired, 18; presently working, 10, Apr. 30) - deddusndcde 3, 196. 89 4, 259. 85 
Laborers (includes 1 farmer) (total hired, 6; presently working, 5, oem. 8 30) _ - - 2, 663. 41 3, 125. 42 
Saecreeney Ch) < . wo - no ons 55sec e be kn, cee ee ‘ 685. 00 1, 200. 00 
Business manager (2 hired; 1 Presently employed, ave Ok sateen 1, 899. 84 2, 000. 00 
Medical director (1) -.-- ou i ihbbnet daboteteodatt 7, 220. 00 4, 350. 00 
Total annual salaries of these 24 (24 active employees at time, May 5, 
1958)......--- jin Abid dae ainda Oee ek PET... .cepcene 57, 580. 00 





| 
} 


1 Names omitted. 


Mr. Bassrrr. Well, we were setting this place up. 
Mr. Piapincer. And five were laborers. 
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Mr. Bassrrr. Five were laborers? I think that that must be a tem- 
porary situation. I do not believe—we have 2 permanent maintenance 
men at $80 per week. We do the maintenance repairs and the grounds. 

Mr. Mierraro. One more point, Mr. Babbitt; those people who are 
listed as maids are actually more than maids. When a child has a 
seizure, it takes someone to take care of that child. When a child has 
to go up the stairs, a person has to be with that child going upstairs in 
the event of seizure. When a child goes outdoors, 1 child can go out- 
doors, but it will mean 1 person has to go with that child in the event 
of seizure. 

You do not leave these children alone at any time. They must be 
constantly watched; there must be someone constantly in attendance 
in the event of seizure. This is not some other kind of condition where 
. the patient is either ambulatory or in bed or in a wheelchair. These 
children are normal 

Mr. Puarincer. What you are trying to say is these people are 
nurses’ aids ? 

Mr. Mieuraro. They do not just make beds and sweep the floor; they 
are nurses’ aids. 

Mr. Basesrrr. One other facet ; we set the place up along the lines of 
a hospital institute. In other words, if you have a hospital-type facil- 
ity, you set it up as a hospital without regard for the number of chil- 
dren who are there at the moment. 

I think that perhaps after this thing has worked through and is com- 
pleted, the relationship between the number of people there and the 
number of children will be a little more, perhaps, to the liking of the 
committee. 

Mr. Puarincer. Incidentally, in connection with the laborers, the 
audit showed five laborers on April 30. One had been hired on No- 
vember 1, 1957; another on October 15, 1957; another on September 
14, 1957 ; another on the same day; another on October 15, 1957. 

Mr. Basgsrrr. Well, this, of course—some of these people do farm- 
work, do they not, sir ? 

Mr. Puiartnecer. These are laborers. 

Mr. Bazstrr. There is no farmer ? 

Mr. Puarrncer. There is one farmer down there. 

Mr. Baspirr. He has since gone. 

Mr. Puarincer. He has since retired. 

Mr. Baserrr. That is right; so you will see some of these people, of 
course, do farmwork as well. 

Mr. Piapincer. Now, in your budget we spoke about before, $96,000 
a year for 8 children and $103,000 for 16 (see pp. 100 and 101), I 
think you made the point this included improvements, but I do not 
see any improvements on this budget, Mr. Babbitt. 

Mr. Miettaro. May we see that? I do not think we have our copy 
here. 

Mr. Mappen. While Mr. Migliaro is looking at this, may I inject 
one thing? You have been speaking of two directors who have chil- 
dren at the center. One of these directors over the past 15 years with 
this organization has paid in fees over $50,000 paid to the organization. 
He has donated, over and above direct fees, well over $5,000. He has 
bailed them out of financial difficulties before they got into this mail 
fund-raising campaign. 








| 
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I do not think for a moment that there should be any impression 
on the part of the committee that anyone has had a “free ride,” because 
if you want to inquire into the contributions by these directors to this 
organization, it will far outweigh what they could conceivably have 
gotten from the organization for their own children. Not that I admit 
for a moment that a director’s child in need is not as qualified a person 
as any other person, but the question you bring up is relevant. But the 
figures are going to show that the one man paid over $40,000, and the 
other man has paid, I would think, over $30,000. 

Mr. Wernmann. We are looking at this from the point of view of 
the Internal Revenue Service. 

Mr. Mappen. I understand. 

Mr. WerInMANN. The tax treatment of a contribution to the center 
is different from the support of the child by the parent. 

Mr. Mappen. | understand that. But what is relevant is the di- 
rector getting something from the general public free out of what 
might be construed as his own organization, and the answer is simply 
“No.” Ifthe answer were “Yes,” then it would be important. 

Mr. WetnMann. He makes a contribution as a member of the gen- 
eral public. 

Mr. Mappen. Part of this could be—you could construe it either 
way. It would not seem to me to make any difference whether a di- 
rector gave them $10,000 because they needed it or made a donation as 
part of the general public because they needed it. It isstill 

Mr. WeInMANN. The difference is: $10,000 paid as a contribution 
would be tax deductible whereas support of the child would not be. 

Mr. Mappen. I am talking about two different things; $40,000 in 
fees for the support of his child, plus well over $5,000 in direct. con- 
tributions having no relation to his child at times of financial stress 
and difficulty. 

Now, these are the histories of these men. It is not fair to just. hit 
it a glancing blow and leave it at that, which I think has been done 
so far. 

It is true there are two directors’ children there, but there is much 
more to the story than that, and it is up to the committee whether it 
will go into the details of that or not. 

Mr. Meaper. Mr. Chairman, I would like to make an inquiry here 
because I may not appreciate the significance of all of this detail about 
the operation of this hospital. 

I had the idea that we were concerned about efficiency and economy 
of some Government agencies, Internal Revenue Service and the Post 
Office Department, with respect to fund-raising activities by charitable 
organizations. 

This may have some relevancy to that problem, but I fail to see it, 
and I think we ought to move ‘along to the point of interest to this 
committee, w hether these agencies have been on the job in doing what 
they should do. 

Mr. Puaprncer. We are through with this phase, but there is rele- 

vance in that expenditures in connection with the tax-exempt or- 

ganizations are relevant as to what the Internal Revenue Service 
should be doing, looking into the expenditures of the charitable or- 
ganizations. 
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Let me ask you something in connection with the expenditures of 
the Federal Association for ‘Epilepsy. 

Your charter provides that you are authorized— 
to promote, conduct, and subsidize research with a view toward making a 
thorough study of the causes which may result in epilepsy ; and support morally 
and financially such research. 

Has the association made any grants for research to medical schools 
or other scientific organizations ? 

Mr. Bassirr. Well, since we just received this money about the first 
of the year, we have under consideration several items in the line that 
you are speaking of. In other words, I want to make sure that every- 
body does not have the impression that on January 1, 1957, we had 
the money you are talking about. This money principally came in in 
the month of December that you are speaking of. 

Mr. Piarrncer. You mean four-hundred-thousand-and-some-odd 
dollars? 

Mr. Bassrrr. That is correct. 

Mr. Piaprncer. Month of September? 

Mr. Basesirr. The total that you have reached, came to that 
approximately the month of September. 

Mr. Meaper. September? 

Mr. Bassrrr. I am sorry, December. 

Mr. Mriertaro. There are some actual items in here that should be 
capital items. For example, the mortgage payment of $10,000 is a 
capital item; insurance is $1,752 a year; ‘fire-alarm system is $450 a 
year. 

Some of these are capital items, or at least items that are necessary 
whether you have 8 children or 508 children. You must have a fire- 
detection system, you must have insurance, you must pay the mortgage, 
you must have telephone calls. There is no relationship between 
children—there is no rel: utionship between the number of children 
actually and the budget in many items. 

Mr. Piaprncer. These are fixed costs. 

Mr. Baserrr. That is right. 

Mr. Prarrncer. Mr. Babbitt, I think you had a statement you might 
want to read at this time. Shall we get on with the fund raising 
question ? 


STATEMENT OF HAROLD BABBITT, VICE PRESIDENT, FEDERAL 
ASSOCIATION FOR EPILEPSY, INC. 


Mr. Bassrrr. Well, the first thing I would like to explain in this 
statement is that I was the secretary-treasurer of the Federal Associa- 
tion for Epilepsy during 1957, which is why I am so conversant with 
so many of these details. 

I have been a volunteer worker in the field of epilepsy for approxi- 
mately 9 years. I have spent thousands of dollars of my own money 
doing this work and many thousands of hours of my own time, ail 
without the slightest compensation. 

I do not make this statement because I feel that I should have been— 
or should now be—compensated in any monetary sense. I have gotten 
ample reward from the progress which I have seen come from the 
work which my associates and I have done in this sorely neglected 


field. 
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I would like to make a short statement which I feel is necessary at 
this time because of the apparent confusion which arose during last 
week’s hearings. This concerned certain of the figures contained in 
the operating financial statement of the F ederal Association for 
Epilepsy for the year 1957. 

The position which was so obviously taken by committee counsel 
in treating the item labeled “campaign expense” as an item solely of 
“fund-raising cost” is extremely misleading. It has absolutely no 
relation to the true financial picture. 

This figure of some $173,000 was labeled on our books as “campaign 
expense.” Actually, of course, it was a substantial portion of the 
expense of our broad campaign for public information, education, and 
fund raising. 

Since this question has taken on such importance before this com- 
mittee, we have prepared a report which allocates we raising cost. 
This shows that the total cost of fund raising for 1957 was 28 percent 
of the total contributions received in 1957. ‘This percentage is lower 
than 28 percent due to the contributions still coming in from these costs 
incurred in 1957. We know that further experience will substantially 
reduce that percentage. 

Here are the figures: 


Campaign expense: 


Public information and education_._..........._______-_____ $149, 794. 56 

Dr I ncn tng asic cape hc ala aca 129, 960. 86 
National Children’s Rehabilitation Center__.......__-__-__-_-_ 71, 448. 92 
All other wervices Aridi “GCeriiri Tetra Gir nn etter 16, 918. 40 
GEN ss cacao Seip stash aac as epee RM i 368, 122. 74 


In reviewing the transcript of Thursday, page 79, I think we 
should answer two items there. 

This is Mr. Blatnik speaking: 

We have been in agreement on it— 
speaking about the epilepsy association and epilepsy in general. 


It is a tragically neglected area, and what puzzles us is why does it cost 60 cents 
in order to raise a dollar to do this work; and before you do the work of rehabili- 
tation only the 40 cents remains out of the dollar, and you spend perhaps one- 
half and as much as three-fourths of that for the maintenance of grounds and 


buildings. 

I think that you will find in answer to that that we have two main- 
tenance men at $80 per week. These are the only people concerned 
with maintenance of grounds and building. (See p. 107.) 

We are now speaking about farmers, people who do farming work 
or who do work inside the houses, such as repairs of various odds and 
ends items. 

We are particularly concerned— 
this is Mr. Blatnik’s phrase— 
with the unbelievable amount of money at the very outset, under contract, given 
to the professional promoter and fund solicitor before a penny ever reaches you. 

For the record, Mr. Keats, who is construed in this way, has received 
less than $26,000 in 1957. 

Mr. Piapincer. How much is due him or has been paid to him in 
1958 ? 
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Mr. Bassrrr. I think the figure is approximately $7,000 in 1958. 

Mr. Wetnmann. That has actually been paid ¢ 

Mr. Puarrncer. How much is due him? 

Mr. Bassrrr. Actually paid. 

Mr. Mappen. May I inject, Mr. Chairman, here—— 

Mr. Priaptnecer. What is the answer to that question, Mr. Madden ’ 

Mr. Mappen. Well, the answer to that question is that there is likely 
to be litigation with Mr. Keats over that amount and 

Mr. Piaprncer. Over the amount that is actually due him ? 

Mr. Mappen. Yes, and there may even be an offset claim by the 
association against Mr. Keats on some of the amounts that have been 
paid to him. 

I think that the answer to that question is as of now, from the 
little reviewing that has been completed to date on the Keats con- 
tract, there is nothing due to him. 

Mr. Mraver. What is his claim, Mr. Madden ? 

Mr. Mappen. I suppose that he would be claiming $16,000. 

Mr. Bazerrr. Under the terms of the contract. 

Mr. Mraper. Has he made such a claim on the association ? 

Mr. Bassirr. No. 

Mr. Mappen. Well, that would be the claim if the contract had 
been fully performed in a satisfactory manner and he had complied 
with all of the provisions of the contract, it would be an amount of 
$16,000 due. 

Mr. Meaper. In addition to the amount already paid him? 

Mr. Mappen. Isthat all for 1957 work ? 

Mr. Miexraro. No,sir. No. 

Mr. Bazsrrr. No. This is for work done during, through a period 
of work that I think stretches through from 1956 through 1958, 
these amounts of money. In other words, some of the money paid 
him in 1957 I believe was paid to him for work done in 1956. I am 
quite sure of it, some portion. 

Mr. WernMann. May I ask Mr. Babbitt or Mr. Madden here at 
this point, we are not quite clear about about the meaning of the con- 
tract here. 

When you arrive at the figure that the most Mr. Keats could claim 
from you would be $16,000, would that allow for 15 percent on the 
mailing cost? You were not obligated to him for 15 percent on the 
mailing cost in 1958 ? 

Mr. Mappen. I think that the answer on that, you are talking now 
about what should be described as the brokerage contract, two sepa- 
rate 

Mr. Wetnmann. All contracts combined, we had arrived at a con- 
siderably higher figure assuming that you owed him the $11 per 
thousand mailing plus 15 percent ? 

Mr. Mappen. For work done in 1957 ? 

Mr. Wetnmann. Plus 15 percent. 

Mr. Mietraro. Plus 15 percent of the mailing cost ¢ 

Mr. WetnMANN. This is the question; we are not clear, we would 
like to be enlightened. (See p. 45.) 

Mr. Bassrrr. I believe that the contract you have is self-evident 
and terminates all contracts before. 

Mr. Prarrncer. May I clarify this. In a letter dated January 22 


ae 


1957, from Keats, Allen & Keats, there is a reference to the fact that- 
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For our services, we will be paid 15 percent of the gross cost for the mailing 
per thousand, exclusive of postage. 

I believe Mr. Weinmann’s question is whether 15 percent, referred 
to in this contract, is still applicable or was still applicable. 

Mr. Bassirr. I think the contracts are self-evident. I think the 
me tS re contract definitely cancels all preceding. 

Mr. Puartncer. In other words the July 1 contract superseded 
this, so that Mr. Keats was paid only pursuant to the July 1 con- 
tract; is that correct? 

Mr. Bassrrr. That is correct. 

Mr. Meaper. Have those contracts been put in the record ? 

Mr. Piarrnger. They have not. We have read from Mr. Keats’ 


contract in part. When we get to them shortly, we hope to put them 


into the record. (See p. 45ff.) 

I am slightly confused with the financial statements we are getting 
here. In the accountant’s statement for the year 1957, “campaign 
expense” is listed as $173,532.90, and “public information and educa- 
tion” listed at $35,529.47. (See p. 52.) 

Mr. Bassrrr. I think I can put that in proper perspective. 

Mr. Piaprncer. One second, please, Mr. Babbitt. 

Mr. Babbitt, you were the secretary-treasurer on January 1, 1958. 
I believe in the treasurer’s report, there is a mail campaign item of 
$263,769 with the public education and information item of $4,586. 
And, in addition to the mail campaign, there is a telerama cost of 
$11,008.39. 


FEDERAL ASSOCIATION FOR EPILEPSY 


1957 expenses—Treasurer’s report 


Bosnites. Bresitwaod ait . LeesUnt.. ..cccslseseren senda bce—eweens $53, 121. 15 
TREE CUI aise in ceri passin penning tier tiicewintd pti neg aerate 263, 769, 12 
Adamant Oth) 2 ae eS An a eget a pailgneesaiieteehiienes 19, 483. 59 
Public education and information_____....._.-.---.__---.-- 1 4, 586. 85 
FAD Deri COt Rea ais ic ct csctreinnecteseeae e he ASS Ee 2, 895. 32 
OMOtOONG ooo nb Leeeeeneeieae eae 11, 008. 39 
OI oo oss cesdcrb tana co Ecedeaggnnstapchig aot Dadig ania caine aaa a nie 354, 864. 42 
Pagitent on NOGMO 125 a ae $45, 000. 00 
SIE Ob TT, Re cients seaiinisisihl capaci ee 5, 000. 00 
SUE - QUERN 8. oo ci thwend vanes 1, 635. 14 
——————_ 1, 635. 14 
Total qepeidwereei oie lt id ed 406, 489. 56 
Receipts : 
COIR ORION, 5.4 5, nnisennicin Seskcbiabemdite akan ah biaanucpneecepniaien oui 436, 149. 58 
EE SO ik hiker niciaitiyccheasimackindpaieastt bide oeeebsa aa 15, 695. 70 
ee i ili crncciey eal ceseteceenn eng nogasmnntnmnatsomiagete 637. 50 
NII ai sh sete cescs en inivtsinch es ieciines ean cana abate adda totais 22, 876. 15 
RE Titi nnn ddcnsabeclidl capone oasis 475, 358. 93 
I cirri pecan eet xs hice cic ebencapaclains gp etpneecaselipan ica alillltiaainiaaaa aie 68, 869. 37 
Cash, Jan. 1, 1958: 
PIR ai ade cence eens etre ea $68, 559. 81 
Weene Nii cite ck cee eee el 2, 091. 65 
STIG eeb-nsd-cneetieetantetennmnchineia aaa 70, 651. 46 


This to me may point up one of the real deficiencies in the field and 
that is possibly the lack of accounting standards for charitable 
institutions. 
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Mr. Bassrrr. I agree completely. 

Mr. Piarrncer. You agree completely ? 

Mr. Bassrrr. Absolutely. 

Mr. Piapincer. Maybe I should possibly address this to your ac- 
countant, Mr. Stuart. I believe he is at the table at. the end. 

Mr. Stuart, are you familiar with any studies that have been carried 
on in the field of charitable organizations with respect to establishing 
accounting standards? 

Mr. Sruart. No, I am not. 

Mr. Piapincer. You are not. I notice in your certificate appended 
to the statement you say that— 
the accompanying balance sheet and related statement of operations present 
fairly in conformity with regularly accepted principles of accounting the 
financial position of the Federal Association for Epilepsy, Inc., at December 31, 
1957, and the results of its operations for the year then ended. 

Mr. Baszeirt. I think that perhaps I can answer that. 

We never asked him for a fund-raising statement, which is what 
you are interpreting this to be. 

Mr. Puarrncer. Well, this is apparently a financial statement. 

Mr. Baserrr. I think this is a cash income and outgo statement ; 
yes, sir. 

Mr. Puarrncer. We do have a financial statement and an operating 
statement in here. 

Mr. Bassrtrr. That is right. 

Mr. Priarincer. So that I would assume that this is the customary 
financial statement, Mr. Babbitt. 

Mr. Bassirr. You are putting an emphasis upon fund raising which 
we, of course, never did. And we have broken it down to an emphasis 
on fund raising and taken out those costs which we feel are directly 
attributable to fund raising, which is the question being asked. 

Mr. Prarrncer. Well, do you have the work papers on which you 
base your statement today ? 

Mr. Bassttr. Original statement ? 

Mr. Piarrncer. On which your statement today is based. 

Mr. Bassirt. It is based upon the same figures as these, where these 
came from [indicating]. 

In other words, we are merely breaking it down now in the light 
of fund raisers. 

Mr. Prarrncer. Did you give us the specifics of what constitutes 
each sum ? 

Mr. Bassirr. Yes, sir. This breaks down with total campaign 
expense, including every item under operating expense, with the ex- 
ception of the administrator. 

“Information letter”—would you want the exact figures as we go? 

Mr. Praprncer. Yes, please. What is the information letter? 

Mr. Bassrrr. The information letter is all the information letters 
that we sent out. 

Mr. Praprncer. Describe what is in an information letter, please. 

Mr. Baszsrrr. An information letter is the letter that was read into 
the record, any other type of informative—this is already in the record 

[indicating]. (See p. 51.) 

Mr. Praprncer. In which you also ask for funds? 

Mr. Bazssrrr. That is true and we have apportioned it. 
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Mr. Praprncer. How are you apportioning it ? 

Mr. Baseirr. We have apportioned it on the basis of $8,843.88 for 
public information and education; $2,947.98 is for fund raising. 

Mr. Piarrncer. How was that arrived at, Mr. Babbitt? How was 
the allocation arrived at ? 

Mr. Bassirt. The allocation was arrived at by figuring the job that 
we had to do, going back to the premise in the beginning. Before we 
went into any type of mail program, we had a choice of two types of 
programs. We could either send out a complete public information 
and education program as an item by itself completely with no relation 
to fund raising, and then send out also a fund-raising setup; or per- 
haps vice versa, one before the other. 

After doing some very close figuring, we found out that the cost 
on this would be considerably more than doing a combined program, 
doing both with one mailing rather than two. 

Mr. Piarrncer. I think that what might be relevant at this point 
in view of our agreement that what is needed in this field are account- 
ing standards 

Mr. Bassrrr. Absolutely, I agree. 

Mr. Puarincer. As in the report of the Los Angeles Board of Social 
Service Commissioners for the year 1956. In their discussion of items 
of accounting principles adopted by the social service commission 
September 12, 1956—and, incidentally, this is available for your exam- 
ination—they say : 





The cost of pamphlets, letters, posters, films, and other material which give 
technical information and do not contain requests for acknowledgment of 
contributions— 


These are costs which fall under “public information and education”— 


do not contain requests for acknowledgment of contributions, or solely educa- 
tional pamphlets, may be included in the organization’s fund-raising mass mail- 
ing and still be charged to this function. 

Mr. Bassirr. I think that is very commendable. 

Mr. Piaprncer. Mr. Chairman, I would ask the permission of the 
subcommittee to include this 4-page statement of accounting prin- 
ciples, adopted by the Social Service Commission of Los Angeles on 
September 12, 1956, in the record. 

I think this is one of the basic problems that all charities are con- 
fronted with, and not only the association that is before us today. 
I think that we would be doing some service by including this as 
part of our record. 

Mr. Mappen. I would like to join in that request, Mr. Chairman. 

Mr. Buarnix. Is there objection ? 

Mr. Meaner. I have no objection. 

Mr. Buatnrk. Without objection, so ordered. 

(The statement referred to is as follows :) 


STATEMENT OF ACCOUNTING PRINCIPLES ADOPTED BY THE SoOcrAL SERVICE COMMIS- 
SION SEPTEMBER 12, 1956 


Because of an unprecedented number of requests for copies of the statement 
of accounting principles prepared by the Los Angeles chapter of the California 
Society of Certified Public Accoutants at the request of the social service com- 
mission and adopted by the commission September 12, 1956, for the use of social 
service organizations in reporting the results of their fund-raising campaigns, 
which appeared in our 1955 report, we are including this statement in our re- 
port for 1956. 
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Following are the classifications under which income and expenditures are 
shown: 


STATEMENT OF ACCOUNTING PRINCIPLES FOR SOCIAL SERVICE ORGANIZATIONS 


Purpose of this statement 

Fund solicitation by social service organizations is regulated by the city of 
Los Angeles to afford protection to the general public, to inform donors how 
their contributions are used, and for other worthwhile reasons. There appears 
to be a lack of uniformity in the accounting principles followed by the organ- 
izations which report to the board of social service commissioners. Since the 
public interest requires that fund-raising and administrative costs be kept at a 
minimum, these expenses should be reported in accordance with generally ac- 
cepted accounting principles. 

The committee’s statement of accounting principles for social service organ- 
izations containing the various classifications of items under the captions of 
“Income” and “Expenditures” is shown herewith. 


INCOME 
1. Contributions 


This account should contain entries for donations of an unrestricted nature 
from the general public. The committee favors an accounting principle under 
which pledges from the general public are not recorded as income until collected. 
However, the committee also regards as acceptable an accounting method under 
which bona fide pledges are recorded as income after deducting an adequate 
provision for uncollectible amounts. Subaccounts should be provided to segre- 
gate each fund-raising drive and to record miscellaneous contributions. Any 
differences between amounts actually received in subsequent years and the net 
pledges recorded should be reflected in current income. 


2. Memorials and restricted gifts 


This account should consist of material amounts received as memorials and 
of gifts received from donors who have placed restrictions or limitations on 
the use of their donations. Subaccounts or statistical records should identify 
each receipt and thus prevent disposition contrary to the wishes of the donor. 


8. Bequests 


This account should contain entries for amounts received as bequests of 
an unrestricted nature. Each bequest should be separately listed and appro- 
priately identified. 


4. Net amounts received from fund-raising groups 


This account should contain entries for amounts received from groups which 
have engaged in fund-raising activities for the benefit of the organization. It is 
expected that such groups will have deducted all costs and expenses from the 
gross receipts of their activity before remitting the funds. Expenses under 
the control of the organization should be recorded as its expenses, even though 
paid by a fund-raising group out of contribution income. 

Uncollected commitments from such groups may be recorded as income if 
they can be confirmed and if an adequate provision from income so accrued 
is made for amounts estimated to be uncollectible. 


5. Fund-raising services and materials received from affiliates 


Fund-raising assistance received from State or National affiliates must be 
recorded in this account in the amount of the cost to the State or National 
affiliate of the services or materials furnished to the local organization. The 
assistance thus received should be charged to fund-raising expense. 


6. Other income 


Income from sources other than contributions, such as investment income, 
funds contributed by State or National affiliates and Federal and State aid, 
should be recorded in separate income accounts. Related expense accounts 
should be maintained for expenditures directly connected with producing such 
income. 


7. Fees received for services 


Income earned from the provision of health and welfare services should 
be associated with the cost accounts for such service departments. 
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COSTS AND EXPENDITURES 


The committee recognizes that both the cash and accrual methods of account- 
ing for costs and expenditures are in use by social service organizations. Hither 
method may be appropriate if it fairly reflects the expenses for the accounting 
period. 

The primary objective of the functional classification of accounts for social 
service organizations is to clearly furnish reliable information on the use of 
the contribution income. The committee believes that allocation of costs and 
expenditures to the following functions is therefore necessary : 

Function 1. Social service. 

Function 2. Public information and education. 
Function 3. Administration. 

Function 4. Fund raising. 

Function 5. Payments to State and National affiliates. 

If the organization does not have any expenses falling under any one of 
these functions, accounts for that function need not be used. 

These functions, and accounting principles relating thereto, are discussed 
below, followed by a discussion of methods of allocating salaries and other 
expenses attributable to more than one function. 


1. Social service 


Expenditures chargeable to this function should be for those social services 
to the public for which funds are requested. (Public information and educa- 
tion, even though stated as a service for which funds are requested, is a separate 
function, described below.) Most social service expenditures are clearly identi- 
fiable as being solely for a charitable purpose. However, in some cases it may 
be necessary to allocate costs among functions, such as rent of a building 
used for both fund-raising and social service activities. In these cases the 
allocation should be made at the time of the disbursement as discussed below. 

It is contemplated that an appropriate departmentalized chart of accounts 
will be maintained for classifying the expenditures and costs relating to social 
services. Example of such services are vocational training and rehabilitation, 
operation of clinics and hospitals, individual casework and referral services, 
patient care, professional education and research grants. 

A control account with appropriate subaccounts for grants to other social 
service agencies should be maintained. From the standpoint of the contributing 
organization, these payments are social service expenditures. 


2. Public information and education 


The cost of year-round efforts to inform all members of the community of 
dangers to the public health or welfare and the need for individual and group 
precautions should be charged to the function of public information and edu- 
eation. This function also includes the cost of helping the public obtain the 
services offered by the organization. 

Some costs which fall under this function are— 

(a) Direct costs of symposiums for the instruction of the public. 

(b) Salaries of employees while preparing, arranging for and giving talks to 

groups. 
- (ec) Cost of pamphlets, letters, posters, films, and other materials which give 
technical information and do not contain requests for or acknowledgments of 
contributions. The functions of these materials must be determined item by 
item rather than by the allocation of percentages of total costs. A solely educa- 
tional pamphlet may be included in the organization’s fund-raising mass mailing 
and still be charged to this function. 

Salaries and other costs which should not be charged all or in part to this 
function include those relating to— 

(a) Mass-mailing postage at campaign time or the cost of maintenance of 
donor mailing lists and files. 

(b) Public meetings to kick off a campaign. 

(c) Purchasing or arranging for television and radio announcements which 
request contributions as well as furnish information. 

(d) Publicity and public-relations activities for the primary purpose of keeping 
the organization’s name before prospective donors. 


8. Administration 


Administrative costs are those which are incurred for the overall direction of 
the organization, general recordkeeping, business management, budgeting, general 
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board activities and related purposes. Direct supervision of social services, of 
public information and education and of fund raising should be charged to those 
functions. Overall direction will usually include the salaries and expenses of 
the chief officer of the organization and his secretary. If he spends a portion 
of his time directly supervising fund-raising or social-service activities, these 
salaries and expenses should be prorated among those functions. 
4. Fund raising 

The fund-raising function encompasses more than the requesting of donations. 
Various expenses related to fund solicitation and collection, which should also be 
charged to this function, are recordkeeping, the issuance of receipts, the deposit 
of cash and the salaries of personnel connected with the campaign. Salaries of 
personnel connected with fund raising should include those of regular staff 
members who devote the major part of their time to the processing of contribu- 
tion income, whether during the campaign period or not. Costs of transmitting 
appeals to the public include postage, addressing, and maintenance of mailing 
lists and files. 

Fund-raising services and materials received from State or National affiliates 
should be charged to this function. 


5. Payments to State and National affiliates 


Payments for unspecified purposes by local agencies to State and National 
affiliates should be charged to appropriate accounts maintained for that purpose. 
The committee recognizes that such payments will be used for national charitable 
service, public information, administrative and fund-raising expense, but believes 
that it is impractical for an allocation to be made, except for fund-raising services 
and materials received by local agencies. 


ALLOCATION OF JOINT COSTS AND EXPENDITURES 


Joint expenditures are those which are not fully attributable to a specific func- 
tion. In order to properly show expenditures on a functional basis, a method 
of allocating joint expenditures must be devised by a study of each organization’s 
activities. This study should be made at the start of each fiscal year to deter- 
mine the best practical allocation methods to be followed each month, such as 
time records for salaries, use of space for rent and other building costs and 
direct consumption for office supplies. 

The committee feels that the following suggested methods comply with good 
accounting principles for these joint expenditures : 


Compensation for services, payroll taxes, compensation insurance and employees’ 
welfare costs 

Daily time and expense records should be kept by all employees who spend 
their time on more than one function and should be used as a basis for allocating 
their salaries and related costs. These records should indicate the nature of 
any service or educational activity of the employee. It will probably be necessary 
to issue written instructions to such employees to insure that their time and 
expenses are allocated correctly. 

The term “employees” includes individuals whom the organization is helping 
whenever they are performing work which would otherwise be done by non- 
handicapped employees. Their wages, if paid at no more than normal rates for 
such work, should be recognized as fully earned rather than as a charity. 


Auto and travel costs 


Auto and travel cost should be allocated on the basis of the expense or time 
reports of the employees involved. 


Telephone expense 


After making direct charges for calls or service attributable to specific func- 
tions, the balance of telephone expense should be allocated on the basis of use of 
the extensions, generally following the charge for the salary of the employee 
using the instrument. 


Stationery, office supplies, general postage, and rental or purchase of office 
equipment 
The use of these materials should be studied to determine a method of alloca- 
tion: and if used in large amounts, should be charged to the function benefited. 
This account should also be used for the cost of office equipment if the organiza- 
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tion has elected to charge such expenditures off in the year of purchase, rather 
than to charge them off through depreciation. 
Rent, maintenance, and utilities 

These costs should be allocated on the basis of a factor determined from a 
study of the function of the personnel using the space involved. 
Depreciation of building and equipment 


If the organization has elected to charge off the cost of fixed assets over their 
useful lives, the resultant annual depreciation should be charged or allocated 
as if it were for rental of the assets. 


CONCLUSION 


The committee recognizes that considerable effort will be necessary in some 
cases by social service organizations and their auditors to apply these accounting 
principles on a reasonable and practical basis. We believe that the uniform 
application of these principles will result in the following achievements: 

1. More accurate and informative statements of the use made of contribution 
income will be available to the public. 

2. Financial statements of various similar organizations will be more com- 
parable than at present. 

8. Social-service organizations will be aided in reporting to Government 
agencies. 

4. The records of social-service organizations will reflect and report financial 
transactions in conformity with generally accepted accounting principles. 

Mr. PLaprIncer. Will you continue. 

Mr. Basstrr. Yes, indeed. 

Mr. Piarinerr. This is just one—is this mailing No. 7? 

Mr. Bassirr. This is 1957. 

Mr. Puapincer. This is all 1957? 

Mr. Bassrrr. That is correct. 

Mr. Mietr1aro. Major portion of which is mailing No. 7. 

Mr. Bassirr. It is total 1957, this is the area which we have talked 
about. 

Mr. WeErnMANN. I take it, then, from what you have just said, that 
the letter that is now in Mr. Meader’s hands (see p. 51) you regard 
as four parts public information and one part fund raising? 

Mr. Bassrrr. I think you will find it 3 to 1, 75 percent and 25 
percent. 

Mr. Wetnmann. Is that what it is? 

Mr. Bassirrt. I think so. 

Mr. Wertnmann. Then I misunderstood. I am sorry. 

Mr. Bassirr. The seals, $6,757.77 to public information and educa- 
tion ; $27,031.10 to fund raising. 

Mr. WEINMANN. Excuse me. Are those the seals that you allocate 
to public information and education? [Indicating. ] 
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“REMEMBER THE FORGOTTEN CHILDREN” WHEN YOU USE YOUR HOUSEHOLD LABELS. 
For additional labels write Federal Association for Epilepsy, Inc., 1729 F St., N.W., Washington 6, D. C 


Mr. Bassrrr. If you include this part right here [indicating]; 
yes, sir. 

Mr. WEINMANN. On account of the bottom line which reads : 

Remember the forgotten children when you use your household labels. For 
additional labels write Federal Association for Epilepsy— 
and the address? 

Mr. Bassirr. That is correct. We feel that 20 percent of the cost 
of that should go toward public information and education because it 
is a constant reminder to people who have this in their home of the 
problem. 

Mr. WEINMANN. I see. 

Mr. Bassitr. Outgoing envelopes, $10,029.64 to public information ; 
fund raising, $3,343.21. 

Mr. Piaprncer. How do you arrive at that juxtaposition ? 

Mr. Bassirr. Well, coming back to the premise if we made two 
separate mailings completely, the cost would have been so much 
greater, by combining the two we feel that if we applied the principle 
of saving the money for this that 75 percent of what is going out is 
applied on the basis of public information and education. 

Mr. Puaprncer. We are talking about envelopes now ? 
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Mr. Bassrrr. We are talking about outgoing envelopes only, sir. 
I have the others here if we will go down the list. 

Safety money envelopes are 100 percent fund raising, $7,353. 

Return envelopes, 100 percent Sania waite $7,017.84. 

Names, $22,792.47 to public information; fund raising, $7,597.49. 

Mr. Piaprncer. Now, these are the people to whom you addressed 
your request for funds? 

Mr. Bassrrr. That is correct. 

Mr. Puiaprncer. And yet public information is $22,000 and the 
fund raising is $7,500? 

Mr. Bassrrr. That is correct. We apportion the postage in the 
same way. 

Mr. PLarrncer. How are these names selected, Mr. Babbitt 

Mr. Bassrirr. There are commercially lists available of proven 
people who are sympathetic toward health charities, and that is how 
the names are selected, from those lists which are purchased. 

This, I believe, of course, is a standard practice with practically 
every charity. 

Mr. Piapincer. You purchase these lists in the first instance ? 

Mr. Bassrrr. That is correct. 

Mr. Piarrncer. And then when your appeal is successful, of course, 
you are able to compile your own list. 

I notice in Mr. Keats’ contract that there is a sharing arrangement 
on rental fees from lists and with a proviso in there that the list shall 
not be rented or sold to competing charities. 

What does that mean ? 

Mr. Bassrrr. Well, the first time that the rental of a list came up, 
that contract was orally abrogated completely. No payment has ever 
been made to Mr. Keats on that, which I believe is a separate contract. 
I am not positive as to how 

Mr. Piaprncer. There was a separate brokerage contract, separate 
from Mr. Keat’s contract as an employee? (See p. 47.) 

Mr. Bassrrr. That is the contract I am speaking about, the broker- 
age one. It has never been in force in any instance because of the fact 
we found some inequities in it with which we were not conversant at 
the time we made the original contract. 

Mr. Piarincer. You mean the whole contract has not been in force? 

Mr. Bassrrr. No, sir. I am talking about the brokerage. 

Mr. Piapincer. The brokerage contract is a separate contract ? 

Mr. Bassrrr. That is right. 

Mr. Piapincer. You are saying now that the whole brokerage con- 
tract has not been enforced or just this portion relating to rentals? 

Mr. Bassirr. This portion relating to any moneys to Mr. Keats for 
any portion of the brokerage contract. 

Mr. Piarrncer. It is not the whole brokerage contract as I recall. 
Mr. Keats has title or rights to use—— 

Mr. Baserrr. That is in the brokerage contract. 

Mr. Piaprncer. That is right. 

Mr. Bapprrr. And that has never at any time been used. 

Mr. Piapincer. Does Mr. Keats have a copy of the list ? 

Mr. Bassrrr. No. 

Mr. Piarrncer. He does not? 

Mr. Bassrrr. He does not. 
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Mr. Piarrncer. You know that ? 

Mr. Bassirr. I know that. Well, I know that from information 
that we have given to us, in the place we keep the list. 

Mr. Priaprncer. He has a right under that contract to compile 
the list ? 

Mr. Bazerrr. That is right. But in effect, that has never been 
used due to the fact we felt it was extremely inequitable in practice; 
as soon as the first rental ever occurred, we felt there was an area here 
we could not possibly get into as a charity and we, of course, without 
any objection from Mr. Keats, canceled that portion of the ‘contract. 

Mr. Merapver. Mr. Babbitt, you read of something close to $30,000 
for names; is that not right ? 

Mr. Bassrrr. Yes, sir. 

Mr. Meaper. Of which three-quarters was attributed to public in- 
formation. 

Who got that $30,000 ? 

Mr. Basstrr. That was paid to the people from whom the lists 
were rented. 

Mr. Mraper. Mr. Keats did not get any part of it ? 

Mr. Bassrrr. To my knowledge he got no portion of it. 

Mr. Meaper. I thought his contract called for him to get paid for 
furnishing names. 

Mr. Mierraro. No. 

Mr. Baserrr. He got paid by us. 

Mr. Meaper. Where is that brokerage contract ? 

Mr. Piarrncer. I have it. 

A document was handed to Mr. Meader. ) 

Mr. Meaper. Thisis item 3: 

FAE hereby engages and retains broker for procuring mailing lists to be 
used by FAE in its direct-mail fund-raising campaign. To this end, Keats 
may purchase or rent lists from his own sources or from any sources whatso- 
ever. 

Then there is a proviso, providing that the rental or purchase prices 
for such lists are in accordance with standard list prices or rental 
prices upon terms acceptable to FAEF. 

So that $30,000 was paid under this brokerage contract to Mr. 
Keats ? 

Mr. Bassirr. No, sir, that was paid directly to the folks from whom 
we rented these names. We purchase the lists of names on the same 
basis that we purchase envelopes or any other item. Mr. Keats, if 
he shared in this, which apparently there is some feeling here, it was 
certainly without our knowledge. 

Mr. Mraver. I know nothing about it except what the contract says. 
He was supposed to be the I sroker ¢ 

Mr. Baserrr. Well, this is all under the payment of $11 per thou- 
sand, which is what he is paid for these services. 

Mr. Piapincer. You are confusing the $11 per thousand and the 
fund raising. 

Mr. Bassrrr. No, this is on the total, everything that he does for us. 

Mr. Piarrncer. There : are two separate contracts. 

Mr. Bassrrr. You are talking about the brokerage contract ? 

Mr. Puarrneer. A brokerage contract and there is a fund-raising 
contract. For the purposes of simplicity here, if you will bear with 
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me, there are two contracts. The $11 per thousand is contained in the 
employee contract. 

Mr. Bassirr. Right. 

Mr. Puaprinerr. It is not contained in the brokerage contract, is it? 

Mr. Baspirr. Well, this is legal terminology, and. you would have 
to ask 

Mr. Piarrneer. This does not include the $11 per thousand, which is 
entirely separate ? 

Mr. Bassrrr. That is correct. Mr. Keats agreed to the services we 
are talking about on the basis of the $11 per thousand, with the one 
exception. ‘The one exception was that any profits accruing from lists 
that he owned, there would be some portion accruing to him after 
expenses. 

Mr. Piapincer. That was a 50-50 split ? 

Mr. Bassrrr. After all expenses. 

Mr. Piaprncer. After expenses? 

Mr. Bassrrr. That is correct. We found this was completely in- 
equitable. To our way of thinking, we were paying him twice for the 

same work, so therefore by mutual agreement that was dropped. 

Mr. Miciaro. I believe the committee has the letter we wrote Mr. 
Keats in that regard. 

Mr. Meaper. Are you saying, Mr. Babbitt, that this brokerage con- 
tract of July 1, 1957, was canceled or never came into operation, or 
what are you telling us? 

Mr. Bassrrr. It never came into practical operation at any time. 

Mr. Meaper. It was executed, was it not ? 

Mr. Bassirr. Yes, sir. 

Mr. Meaper. By both Keats and the association ? 

Mr. Bassrrr. Yes, sir, it was. 

Mr. Mreaper. Was it canceled by agreement ? 

Mr. Basprrr. By mutual agreement; yes, sir. 

Mr. Meaper. Any written cancellation ? 

Mr. Baspsrrr. That I don’t know. I believe there was some cor- 
respondence; whether actually a cancellation or not, I don’t know. 

Mr. Mappen. I don’t think anything was written until within the 
past month, where a broad cancellation of all contracts was executed. 

Mr. Piarincer. Was this on June 11, as a result of the directors’ 
resolution on June 11? 

Mr. Mappen. Yes. Until then there was no formal cancellation. 

Mr. Bassirr. I would also like to add a little background. This 
contract was never looked at from the day it was signed until this 
hearing came up, and everything that was done with Mr. Keats was 
done on an individual basis, with no problems whatsoever. By that 
I mean that we had no recourse from Mr. Keats. When we asked him 
about this and told him it was completely inequitable, he was agree- 
able. There was no problem there. 

Mr. Piarrncer. Let me ask you something about Mr. Keats’ services, 
digressing from your financial matters for a minute. When Mr. 
Keats, as I understand it, placed the contracts with the mailing 
services and purchased the lists, under the contract the FAE was given 
the right to examine Mr. Keats’ records and he given the right to 
examine your records from time to time, your books and records? 

Mr. Bassrrr. Correct. 
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Mr. Puiarrncer. Did the FAE ever exercise its right to examine 
Mr. Keats’ records at any time? 

Mr. Bassirr. Not a formal examination. However, I have gone 
over his records at times. Now, I don’t believe that I have gone over 
his complete records. Those records pertaining to the mail, and so 
forth, which he always kept on his desk, I have seen those and gone 
through them time and again. 

Mr. Piarrneer. But you have not examined his books and records? 

Mr. Bazsrrr. Oh, no; absolutely not. 

Mr. Piapincer. Were you aware of the fact that one of the mailing 
services that Mr. Keats was using, the New Century Co. of Chicago, 
charged $20.45 per thousand for processing, plus $17.50 for lists? 
I assume that these bills were bills that came to the attention of the 
association ¢ 

Mr. Bassirr. That is correct. 

Mr. Piarrncer. Were you familiar with the fact that there were 
other companies that were processing more cheaply than New Century 
of Chicago? 

FEDERAL ASSOCIATION OF EPILEPSY, INC. 


Comparison of collating costs for the period October 1957 to May 1958 


Number Total 
of items cost 


Supplies and services rendered Per 
thousands 





New Century: List rental and addressing of envelopes, cutting and 
folding of letters, insertion of letter, return envelopes, safety money 
envelope, sheet of labels, in outgoing envelope, burnishing and 
affixing of penny, sorting, typing, bagging of all mail for deposit in 





post office__- $37. 95 3, 132, 892 $64, 067. 64 
Less: Credit for names supplied by Federal Association for E Epilepsy, 
Inc. ee 17. 50 | 
NS caro Oe, ee ae ae 20. 45 | 


foo 

Capital Mailers: Insertion of letters, re turn envelopes, safety money | 
env relopes, burnishing and affixing of pennies, sorting, typing, and | 
bagging of all mail for deposit in the post office........_- 13.70 | ' 1,422,012 | 119, 481. 56 





1 Includes 25,000 items at $12.45 per thousand. 


Difference in costs, $6.75 

Had FAE used Capital Mailers instead of New Century during this period, 
$6.75 per thousand would have been saved; or a total saving of $21,147.02 (3,- 
132,892 times $6.75 per thousand). 

FAE then obtained estimates (bids) on collating or mailing from two Wash- 
ington D. C., firms and their prices are as follows: 


Per 
thousand 
May 28, 1958. Mailing Services of Washington, Inc____------_--------- $10. 50 
10. 25 
BT a RTS, PE NOPE RNs BIN a sacsecnnig: ase aoe eirioeas oups miening bapir ate geosearibecsdivaaeseassey eager { 11.00 


Mr. Bapsirr. We were, and we have written them letters and we 
are requesting refunds right along the very line you are talking about. 
We have already received some refunds, and there are more in the 
process. 

Mr. Piaprncer. You have received refunds from New Century ? 

Mr. Baxserrr. New Century. 

Mr. Miexiraro. Mr. Zanger showed you that, when it came in, $8,000 
or thereabouts. Remember that credit memo we got from New Cen- 
tury of 

Mr. Piarrncer. That was based upon what? 
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Mr. Micti1aro. Here is the background on that. They based that 
refund on a rate of $13 and some odd change per thousand. 

Mr. Piartncer. The refund is based on $13? 

Mr. Micriaro. Here is what happened. We rented lists from a 
broker at $17.50 a thousand, and they were rented by Mr. Keats at 
$17.50 a thousand. When the New Century accounting department, 
or at least this is what Mr. Rettig told me over the phone—— 

Mr. Piarrncer. He is from where? 

Mr. Mictraro. From New Century. He told me when his account- 
ing department made up our bill they were charging us the regular 
rate for the list rental of $25 a thousand for this portion of the names 
which we had rented elsewhere. So therefore he said he audited the 
whole thing himself after we sent him the complaint about it, and he 
said that we were right, that for this portion, which I thmk was 
1,304,000 names which we had been billed for elsewhere, we should get 
a credit whatever the difference is between $17.50 and $25, There was 
another portion of names of about a million names which were New 
Century names, rented from New Century. I asked Mr. Rettig about 
those, how about the balance of the names. He said, “Our names go 
for $25 a thousand, flat.” So therefore he claims we have no re- 
fund or adjustment coming on those names which were rented to us 
by New Century. 

Mr. Piaprtncer. Were you not billed $17.50 plus $20.45? 

Mr. Mietiaro. We were originally, sir, but then I wrote Mr. Rettig 
a letter, and 

Mr. Weinmann. When did you write that letter ? 

Mr. Miextaro. I don’t know. 

Mr. Puiaprncer. Was it before or after the subpena of the subcom- 
mittee was served? [ April 30, 1958. ] 

Mr. Mieriaro. It was after the subpena. Actually, I took it up 
with Mr. Keats long before the subpena came in. Mr. Keats called 
me one day and said that they have figured that the average cost of 
lists is about $16.20, and I told him at that time—I did some quick 
arithmetic in my head and said, “Well, that means that they are 
charging us $7 a thousand, New Century is charging us $7 a thousand 
more than Capital Mailers is.” 

And he said, “Well—.” I forget his exact answer. It is rather 
vague, but I assumed he was going to look into it. So we got a bill 
from New Century which we paid in two stages, which was for the 
first portion of the mailing. Then they sent us the second bill, and 
they showed a $17.50 credit for these names, which left $20.45. 

Now, I dictated a letter to Mr. Rettig in which I complained about 
this overcharge of some $7 a thousand, based upon costs in Washing- 
ton and also at Capital Mailers in Chicago. 

Mr. Weinmann. In fact, the cost, according to Washington figures, 
is even more excessive, because you had an offer from Ad-Craft and 
from another outfit in Washington at $10. 

Mr. Mieuiaro. That was for a different type of mailing. There 
were not as many inserts. It was a different type of package there. 
There were no seals in that, just an IBM card in an envelope, so the 
cost was lower, plus the fact that we used part of our own list which 
we saved money on. At any rate, I discussed this with Ad-Craft and 
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asked them what they would charge under similar circumstances, for 
comparison purposes. 

Mr. Piaprncer. Was this after the first - eek in June, Mr. Migliaro? 

Mr. Mrerraro. I can’t place the date. I dictated this letter in the 
morning, and I was talking with Mr. Callahan upstairs, and he asked 
me the question or asked me, “Did you 

Mr. Puarrneer. Will you identify Mr. Callahan ? 

Mr. Miexiaro. Mr. Callahan was the auditor from the committee. 

Mr. Puiarrneer. Mr. Callahan is an auditor from the GAO whom 
the subcommittee had been using in its study. 

Mr. Weinmann. I might also say Mr. Callahan left on June 1, so 
if you talked to him it must have been before June 1 

Mr. Micrraro. I don’t remémber the date. He asked me about this 
overcharge, and I said, “I have asked the same question today in a 
letter that I have dictated,” and I think the letter went out the 
following day. I believe you have a copy of the letter there. I am 
sure you have it, because I think I personally handed either Mr. 
Callahan or Mr. Zanger the letter. As a matter of fact, I think | 
let him see the draft of the letter before it went out, when we discussed 
it. Tam not sure about that. 

Mr. Bassirr. May I also add some of the things, not all, had come 
up prior to this, and we were questioning some of these prices and 
charges on the basis that in some instances we did not have the op- 
portunity, due to expediency, and so forth and so on, to get three bids 
on some of this stuff. 

Mr. Piaptncer. On mailing No. 7, which was a rather large mail- 
ing, over 2 million, you used “( ‘apital Mailers and New Century, and 
New Century charged you $20.45 per thousand for processing, plus 
$17.50 for lists. 

Mr. Mieviaro. No; that isnot right. What they say is they charged 

us $25 a thousand for names and the balance for processing. What is 

the difference between $37.95 and $25—$12.95 for the lettershop opera- 
tions and $25 for names, because that portion of mailing No. 7 which 
New Century handled was their own list, or at least this i is what we 
were told. The portion which was handled by Capital Mailers were 
lists purchased from other list brokers. There are, I think, about 4 
or 5 different brokers. We paid various prices for them. I forgot 
what the highest price was on that portion of it, but $25 a thousand 
was the highest we ever paid for any list. 

Mr. Piapincer. $25 a thousand ? 

Mr. Mierraro. $25 a thousand was the highest we paid for any list. 
As a matter of fact, that $25 a thousand is pretty general, from what 
we can find out, throughout the industry for names. 

Mr. Puarincer. In your costs for mailing No. 8—and this is an 
analysis taken from your own analysis—there is an item for $17.50 
per thousand for the list. 
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Cost analysis of mailing No. 8, prepared by committee staff from FAE daily 
analysis sheets, as at May 29, 1958 


| 


| Receipts 
Per thousand |Total amount) (through 


| May 29) 


| 

: , $38, 314. 33 
RG GE ci ncn nceenn ss 20. 45 45, 186. 10 
Appeal letter. _....---.__. 2 3.81 | 10,104.14 
Outgoing envelope. } 11, 270. 81 
Pennies 22, 645. 51 
Seals (labels) _ “i | 25, 564. 38 
Return envelope.___. 6, 200. 93 | 
Money envelope 6, 163.95 | 
Postage | 23, 246. 85 


Keats ._- 25, 595. 64 


SE cain Bencn code elibcacans abl | 8,370.69 }.2..--.. 


iat aii airtel selec Seige 2 217, 663.33 | $221, 527.82 
| 


! Based on total mailings. 
2 For 2,249,684 pieces of mail. 


Processing costs (based on total returns of approximately 280,000) 


Per 
thousand 
Mail room 


Processing_.___ 

Counting 

Checking 
Total 

Mr. Mieiiaro. For how many names, sir ? 

Mr. PLapincer. 2,249,684. 

Mr. Mieiiaro. That was made up on the basis I think—If I may 
see that analysis I think that it was developed to go into this area that 
Mr. Madden was talking about relating to the size of the claim. 

Mr. Piaprincer. This is made up as of late May. I think at the 
time of the claim we were down to your office shortly after the resolu- 
tion was passed. 

Mr. Micuiaro. This matter of the claim was not something that 
just suddenly developed since the subpena. We have been going into 
this thing for some months. 

Mr. Bassrrr. I think I can perhaps elaborate a little better than 
Mr. Migliaro on that. I believe at the time Mr. Madden’s connection 
with us was on the basis that, among other things, some of these prob- 
lems which you are mentioning came up, and Mr. Madden was retained. 
This was in 1957. 

Mr. Mappen. In December. 

Mr. Bapsirr. In the middle of this mailing, when all these problems 
came up. 

Mr. Piarincer. The middle of mailing No. 7 you are talking about, 
not mailing No. 8? 

Mr. Baperrr. That is correct. 

Mr. Piartncer. This was 1958. 

Mr. WetnMANN. Was there any correspondence about it ? 

Mr. Mappen. With whom? With meand my client? 

Mr. WetnMANN. Was there any correspondence with either Mr. 
Keats or New Century ? 

Mr. Mappen. The letter was written to Mr. Keats, as I recall, in 
November, complaining about the brokerage aspects of this. 
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Mr. Micu1aro. Was it November 2? I may be wrong. 

Mr. Mappen. Which you have been over for 4 months. I think you 
can probably find it more easily than we can. 

Mr. Piarincer. What do you mean, 4 months? 

Mr. Mappen. May, June, and we are in July now. Your men moved 
in in April. 

Mr. Priaprncer. April 30, that’s right. 

Mr. Mieritaro. At any rate, whatever the time, I know that your 
people do have that letter we wrote to Keats concerning this. I say 
“T know.” They must have. They went through that place with 
a fine-tooth comb, and we helped them. If they couldn’t find some- 
thing, we showed them where to find it. 

Mr. Prarrincer. If you will furnish that—I don’t know of it off- 
hand. We have a letter of May 21. Is that what you are referring to, 
Mr. Migliaro? 

Mr. Mieuiaro. May I see it? No, this is New Century. The one I 
am talking about is a letter to Mr. Keats about this brokerage con- 
tract, in which we made certain points. 

Mr. Piaptncer. We don’t have a copy of that. There is a letter as 
[I recall of some shortage of a couple of hundred dollars, but I don’t 
recall anything other than that. 

Mr. Miciiaro. There were a number of letters that went back and 
forth with these suppliers, in which we found 

Mr. Piapincer. Shortages of names? 

Mr. Mieuiaro. Shortages of names and other discrepancies in their 
bills. These things are accounting errors. 

Mr. WEINMANN. I recall an exchange of letters with Mr. William 
E. Mealer, or Spiral Enterprises, where you received a rebate. 

Mr. Mieuiaro. That’s right, some 6,000 names involved there that 
they overcharged us for. We, according to the post-office receipts, did 
not receive some 6,000 names, and I pointed out to Spiral Enterprises 
that I didn’t think we should pay for these 6,000 names, and we never 
did. I think his letter to us was that you make up your own mind 
whether or not you want to pay us, and we will go along with anything 
you decided, and we decided not to pay it. 

Mr. Puapincer. Can we get on with the financial data? The last 
item was the $22,000 of public information for names and $7,500 for 
fund raising. 

Mr. Bassirr. Postage, $19,738.17. 

Mr. Puapincer. That is for public information ? 

Mr. Bassirr. Public information, $6,579.39 for fund raising. 

Pennies attached to letters, 100-percent fund raising, $26,468.3 

Mr. WetnmaAn. What happens to the cost of attaching the pennies? 

Mr. Bassirr. That is part of the lettershop work. 

Mr. WetnMANN. To which we haven’t come yet ? 

Mr. Bassirr. That is correct. 

Preparing direct mail, $44,141.96 public information; $14,713.98 
fund raising. 

Mr. Piapincer. This is direct mail ? 

Mr. Baserrr. Preparing. 

Mr. Puaptncer. This is the processing, is it ? 

Mr. Baseirr. No; this is preparing. 

Mr. Piapincer. What does that mean ? 
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Mr. Miexiaro. Lettershop operation, inserting. 

Mr. Puapineer. It is processing ? 

Mr. Miexiaro. We don’t call it processing. 

Mr. Bassrrr. Processing when it comes back. It is a matter of 
terminology. 


Keats, $19,231.74 public information and education ; $6,410.58 fund 
raising. 


Telerama, $8,256.29 public information and education; $2,752.10 
fund raising. 

National Fund Raising, Inc., 100 percent fund raising, $5,551.19. 

Mr. Parincer. What did this company do? What services did 
they perform ? 

Mr. Baserrr. The primary service that they performed was to 
make a survey of the Greater Washington area, with a view toward a 
Capital fund campaign. 

Mr. PLapincer. What does that mean in language that a layman can 
understand, Mr. Babbitt ¢ 

Mr. Bassirr. I am not exactly too clear on that myself. However, 
they made a survey of this entire area. They interviewed people. 
This is people in the executive classification, people who would be 
perhaps large contributors. They surveyed the area, the attitude to- 
ward our association, the attitude toward epilepsy, and they gave us 
their findings in a large report, which I don’t imagine we have here. 
Of course, that was all available. The committee has seen it; that i 1S, 
the investigators, lam sure. That was at the office. 

Mrs. Broyum.. Mr. Chairman, I would like to offer a little com- 
ment on that, if I may. 

Mr. Buarnik. Please. 

Mrs. Broyruiti. As I stated in my statement last week—you were 
not here—when we entered into this field of fund raising we entered 
it at a time when we were frantic for funds. We had adopted a fam- 
ily of children. Wehad adopted a responsibility. Wehad no money. 
Mr. Babbitt and Dr. Stein and myself went out and borrowed money 
at. the bank, $10,000, to enter into a field of fund raising by telethons 
and any other way. We studied this field. We combed everything 
to try to solicit funds. I came up with the idea that I thought a 
wonderful plan, once we had decided on the location at Leesburg, Va., 
of a lovely estate—and I do hope that you gentlemen on this commit- 
tee before this thing is over will go with me to Leesburg and see this 
place for yourselves. We are entitled to it, these children are entitled 
to it, and the public is entitled to it. I want you to go and see it. 
You will see why we chose this place over any other pl: ice we could 
find anywhere in the Washington area. 

This place cost some money, and I felt that if we were to call it a 
national institution and serve the people all over the Nation, particu- 
larly servicemen, who ran into the hundreds and thousands, who had 
afflicted children themselves—if we were to serve those types of peo- 
ple and call it a national institution, then the people of Washington, 
D. C., the Greater Washington area, should come in and m: ike the 
createst contribution to this cause. They should contribute to us 
$500,000 to buy and pay off free and clear the land and give us the 
initial funds to go in there, recondition those buildings, and set. it up 
really to admit children. And it was with this in mind that we 
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solicited the help of the national fund-raising people to help us get 
started with this program. But there again, every time these men 
approached people the first thing they said was, “Well, what is epi- 
lepsy? I have never heard tell of all the things that you are telling 
us about epilepsy. Tell us about it. You will have to educate the 
public. We can't give money to something that. we don’t. know some- 
thing about.” 

So the public information and education came first in every attempt 
that we made. And I want to state right here, gentlemen, that: I took 
it upon myself when it came out in the papers ‘that. the Salk vaccine 
had been discovered and that polio had been licked—I went to New 
York City. I had my son’s office call and make an appointment. with 
Mr. O’Connor, the president of the National Infantile Paralysis 
Foundation. When I got there he was not available. Something 
had called _ out of town. Sothen I talked with his assistant. 

I said, “I am here in the interest of the Federal Association for 
Epilepsy. W e are trying to do a tremendous program nationally to 
educate the public to what epilepsy is, to the need of the epileptic, 
both child and adult, and it is a terrific educational program. In 
addition to that, we are trying to build an institute in the Greater 
Washington area comparable to the National Institutes of Health, 
and we have promised the public that we will not raise $500,000, 
but we are going to raise many millions of dollars in order to see 
this thing through, so that we can take care of servicemen’s children 
and all other types of children. Our Government does not provide 
for that type of program, and our Government has been in existence 
182 years, but we want to do it as private citizens and we want to 
make this available to the public, so that if they have no money they 

‘an have the services and the help that they need. 

“Will you people here in New York, the National Foundation for 
Infantile Paralysis, take the $20 million that you have laying back in 
the banks—and you admit that you have no place to put it. You 
don’t know exactly what field you are going into and what you are 
going to do with it. Won’t you come and help us, take a portion of 
this money and come and help us get this institution started in the 
Greater Washington area 

The answer was, “No, we cannot.” 

Then I said, “Will you lend us some money ?” 

“Oh, no, we cannot do that.” 

Then I said, “Will you take the program over? The type of chil- 
dren that we are trying to help and those multiple-afflicted people 
are the same type of people that you are trying to do something with 
in polio, the same nerve damage, the same thing. It is such an allied 
and kindred thing. Won’t you take the program over and you pro- 
mote it? You have millions to do it with, and this is the field of 
greatest need today in the world.” 

He said, “No, we can’t do that. We have thought about epilepsy, 
but we have other things in our mind.” 

Then I said to him, “You found the solution to polio. You found 
the answer. You no longer need your fund-raising drive. Will you 
turn over to us your method and your plan of this March of Dimes 
and your organization? Will you not turn that over to us so that 
we can use that plan?” 
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And he said, “Oh, no. We want te raise many millions. more 


dollars to do the things that we have in mind that we are going to 


do. ” 

So there was nothing left for us. We have tried everything. We 
tried to get the national fund- -raising people to come in here and 

‘aise $500,000 in the Greater Washington area, but time was of the 
essence. We had adopted a family, and we found a beautiful place 
to move them into and to build this institution. We had expense on 
our hands, and we had to raise money and raise it quick. And we 
raised a measly old $500,000. Mr. Chairman, I call that duck 
soup really to the amount of money that we are going to have to have, 
because we have to have millions of dollars if we do what we promised 
the American people that we are going to do, and we are going to do it. 
We want your help. If we made a mistake, if we erred in our plan, we 
want you to tell us how to do it a better way. We want your crit- 
icism, but we want your honest criticism and not disruptive criticism 
that may tend to destroy what we are trying to do. 

I think that explains what this national fund-raising business is. 
They couldn’t go ahead with their program. They couldn’t go ahead 
with it because we still hadn’t done enough with the publicity, edu- 

vating the public to what we are trying to )do. We hadn’t set up the 
program because we didn’t have the funds to set it up with, and it has 
lon one thing after another that has held us back and paralyzed us 
so that we couldn't go ahead and put the children in out there. 

I just wanted to explain that as Mr. Babbitt tries to explain about 
this fund-raising business here. 

Mr. Biarnik. Did the national fund- raising organization after 
their intensive and rather extensive survey in the Greater W ashington 
area give you any estimate of what it would cost just to educate the 
people of America and the people of this area, the cost to educate 
them and familiarize them with the nature and character of the 
problem ? 

Mrs. Broruitn. They told us what their problem was, that they 
couldn’t come in here and solicit people and get them to give any 
sizable amount unless we educated the public to what we were trying 
todo. And I said to these men that we are doing everything humanly 
possible that we know how to do. We have put on these telethons, 
which were quite expensive, but we considered it one of the best things 
we ever did for public information, and then is when we had to launch 
out into everything we could do to educate the public. It has been a 
constant burden to us to try to educate the oalitie and get across to 
them what we were trying to do in this field. 

The national fund-raising people made a lot of suggestions to us, 
but they still left it open to us to work out the education first and pave 
the way. They didn’t want to come in and really do a job unless we 
paved the way with public education and information. 

Mr. Biarniz. Mr. Plapinger. 

Mr. Bassirr. If I may add to what Mrs. Broyhill says in the con- 
text where we are, this was just one in a series of people who told us 
that the problem of doing a program such as this was 90-percent pub- 
lic education and information before you could do any type of service 
work for the epileptic or anything else. 
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Mr. Puaprncer. Dr. Korengold showed us a mimeograph when he 
was here last Thursday of What Is Epilepsy, with a number of ques- 
tions and answers, and a mimeographed article concerning I suppose 
the more technical aspects of epilepsy. Would you tell us how 
extensively those were distributed and what the cost of distributing 
that material was ! 

Mr. Bassirr. I don’t have the figures on that; no, sir. They can be 
gotten for you, of course. 

Mr. Puiapincer. Will you get those and supply it for the record, 
and also indicate the extent of the distribution ¢ 

Mr. Mappen. I think we can answer that here. 

Mr. Mie.iaro. The question-and-answer thing was distributed pri- 
marily to schoolchildren, primarily in the Arlington school system, 
and also—— 

Mr. Wernmann. Did you say Arlington ? 

Mr. Mier1aro. Yes, sir. Now, we get quite a few letters from people, 
schoolchildren as well as adults, who say, “Can you send me something 
giving more information about epilepsy?” Now, we sent out this 
mimeographed sheet to high-school kids who wanted to know more 
about it. Sometimes we sent it to adults, too. 

Mr. Puiarrneer. You have not included this in any of your requests 
for funds? 

Mr. Miexraro. We have included it. 

Mr. Puaprneer. I mean as a routine matter on any of these large 
mailings. 

Mr. Miexraro. As another insert, no sir. You see, the first step in 
this public information and education program is not so much to 
tell people what epilepsy is; it is to get people to accept the epileptic. 
This is the major problem, to get the public to accept the epileptic 
as a normal person, with the exception of those very brief periods 
when he has seizures. This is the important thing, not so much that 
they have a technical knowledge of what epilepsy is. As a public- 
relations man, this is what I see as the primary need, not the under- 
standing of epilepsy but to accept the epileptic. 

Mr. Piarrncer. As a layman, I don’t see how you can divorce the 
two. 

Mr. Mierraro. But as we point out in that letter that has already 
been put into the record, some of the great men have had epilepsy, 
that epilepsy is not a contagious disease. 

Those people who are interested—and there are many who are 
interested—write to us, and we send them either that one sheet, or if 
they tell us that they want information to prepare a school paper, or 
if they have someone in their family who is epileptic and want to 
know more about it, we send them the more extensive technical paper 
on epilepsy. 

Now, the distribution of the latter was delayed because it required 
the approval of the medical advisory board, and this is one of the 
toughest things to get, to get a doctor to sit down for an hour or so 
and have him read through a thing like that which a layman has pre- 
pared on the basis of research done in various libraries in Washington. 
We finally got Dr. Korengold to do this, and he did it as a volunteer, 
not as a paid consultant, but as a volunteer. He took the time to read 
it, made some minor corrections, and said it was all right to publish it, 
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and we published it and started sending it in reply to requests for 
more information about epilepsy. 

Mr. Puiaprncer. So apparently it would not be included in this 
breakdown, at any rate. 

Mr. Miexiaro. We are planning other publications which are on 
my desk in the planning stage right now about epilepsy and the school- 
child for distribution to teachers, and how to treat an epileptic in 
school, and epilepsy and the schoolchild aimed at the schoolchildren 
giving tips on what to do when an epileptic seizure occurs in their 
class. 

We are planning a pamphlet on the question of employability of 
epileptics. The two seminars that we held with the Vocational Re- 
habilitation Office of the District of Columbia gave us some very good, 
solid material. We are editing that now. We are going to use that 
as a basis for that pamphlet for employers. 

Public information is aimed two different ways—buckshot and 
rifleshots. These will be rifleshots. A broad campaign is buckshot, 
and we don’t go into fine details. We try to get basic understanding 
for the epileptic, which is the most important thing. So this is not 
just one thing; this is a number of things. 

I would like to repeat again that we have never had the money to 
do this program until the last couple of months of last year, and you 
can’t do these things without money. We all have charity in our 
hearts, but we all have to eat. 

Mr. Piaprneer. Is this the last item ? 

Mr. Bassirr. No, sir; there are several others. 

Travel, $379.18. This is travel related to the national epilepsy 
efforts of all organizations, which has nothing to do with fund raising 
at all. 

Mail processing, all fund raising, $9,773.45. 

Mr. Piaprncer. Let me ask you a question in connection with that 
figure. We are talking principally, I assume, on “Mailing 7”? 

Mr. Bassrrr. This is the figure for 1957, total. 

Mr. Piarincer. Taken from your own analysis for mailing No. 3, 
which was in December 1956—and I don’t know whether this is 
included in your figures or not, but let’s start with March of 1957. 
The cost of mailing was $6,777.43, for 24,000 I believe, in round num- 
bers, pieces of mail, and this included mailing No. 5 as well, 4 and 5, 
which were 48,000 total. It was $6,777.43. On mailing 6 and 6-A, 
which is 270,000, the cost of mailing is $26,000, again in round figures. 
On mailing 7, which started in September of 1957, there were 2,600,- 
000 pieces mailed, and the cost was $50,000. 
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Mr. Mictraro. I don’t get the relationship to the mail-processing 
salary, sir. 

Mr. PLarrncer. Mail processing 

Mr. Miautaro. Salaries. 

Mr. Piapincer. Will you explain to me again what you mean ¢ 

Mr. Miauiaro. Mail-processing salaries are those salaries paid to 
people who open the envelopes and sort them out. 

Mr. PLapincer. Your own employees, in other words ¢ 

Mr. Mieriaro. That is correct. 

Mr. PLapincer. That is $9,000 on this. 

Mr. Mieuiaro. That’s right. 

Mr. Piapincer. Would that be included in the cost of mailing ? 

Mr. Micriaro. It is not total expense of campaigning. We have 
apportioned that total to fund raising, but actually a certain per- 
centage of that comes under public information and education, because 
this is where all your letters come in which require answers for this 
other material I was talking about. 

Mr. Baseirr. I think there are lots of areas here that we have put 
items into fund raising in order to avoid any controversy, even though 
we did not believe they belonged completely in fund raising. 

Mr. PLAPINGER. Apparently there are lots of areas that are in public 
information and education that possibly should not be in there, and 
I can only deduce this from the fact that your treasurer’s report men- 
tions 4,000 for public information and education for 1957, and your 
statement at the year end, or the operating statement, mentions 34,000, 
and now we are coming up with a figure that is, of course, a good deal 
higher. 

Mr. Bassirr. Of course, we never made any of those reports you 
are referring to on the basis of fund raising. 

Mr. Piaprncer. | am just talking about the item of public education 
and information. 

Mr. Bassirr. I think this is where the suggestion you made about 
having rules for this sort of thing would do away with such a problem. 

Mr. Prarrncer. I think it reflects the need for having standards in 
this field. 

Mr. Mappen. May I ask about the figures which 7 you have as pay- 
ments to Keats? You said they are substantially more than any we 
have discussed. I assume that you at least feel those are payments to 
Keats for 1957 fund-raising work. If not, of course, they would have 
no relation to the total. 

Mr. Piapincer. The only information that I had concerning pay- 
ments to Keats, Mr. Madden, was from a copy of your auditor’s allo- 

cation of expenses in substantiation of the accountant’s report, which 
shows $6,000 to Keats under “public education and information,” and 
then $19,642 to Keats again under “public education and information.” 

Mr. Mappen. Of course, isn’t it correct you are using a cash state- 
ment? You can’t tell from that whether some of that was for work 
done in 1956 and for money that was received in 1956. 

Mr. PLapincer. We are using your own figures. 

Mr. Mappen. Surely, but you have got to interpret them or ask us 
about them rather than just come up with some conclusions from them. 

Mr. Piapincer. This isastatement as of January 1, 1958. 
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Mr. Mappen. It is a cash statement, and it would not in and of 
itself have any relation percentagewise, which is of importance to 
this committee, to the percentage raised by Keats and the amount paid 
to Keats. This could be half for 1956, and he could have been paid 
$10,000. 

Mr. Priapincer. Mr. Madden, may I interrupt a minute? I am 
taking this from a statement of operations for the year ended De- 
cember 31, 1957, and this is your auditor’s worksheet in support of 
the figure that is contained on that operating statement. 

Mr. Mappen. I understand. 

Mr. Piarrncer. It seems to me if we see a statement for the year 
ended December 31, 1957, which your own auditor has prepared that 
at least we ought to be able to take that at face value. 

Mr. Mappen. You can take it at face value, but it is a cash state- 
ment, Mr. Plapinger. Let’s assume for the purpose of this discus- 
sion that he was paid $30,000 in 1957 for 1956 work. It would have 
no significance to this committee, which is discussing how much did 
you pay to Keats to raise a half million dollars in 1957. So I don’t 
think vou have gotten down to the Keats figures yet. That’s all I 
am saying. 

Mr. Wetnmann. Are you telling us now Mr. Keats did perform 
work for you in 1956? 

Mr. Mappen. There was some work done at the tail end of 1956, 
yes, and there was in this $16,000 we were speaking of still owed to 
Keats for work in 1958. So that what I am trying to say is you 
haven’t—— 

Mr. Piarincer. How much work was done by Mr. Keats in 1956? 
Let’s nail that down right away. 

Mr. Miciiaro. We would have to look through all our records. We 
just can’t pull it out of the air. 

Mr. Baseirt. It is comparatively very small. If you base it on 
the amount of mailing, the relationship will be very close. 

Mr. Micuiaro. Another thing, Mr. Plapinger 

Mr. Puaprncer. Just a minute. Our records show that in De- 
cember of 1956 there was a mailing of 30,997. Now, with respect to 
two other mailings in May of 1956 and September of 1956, there is 
a notation that the information was not available, but I assume that 
what we are talking about are the larger mailings in 1957. What Mr. 
Keats performed prior to 1957 is fairly minor. Am I correct in that? 

Mr. Mappen. That is correct, but what I am trying to get at. is 
we discussed Keats for just a moment and then we got into this $16,000 
still owed to him, and the impression should not be left that you —— 
add that to the amount that was paid to him in 1957 for 1957 cam- 
paign expenses, and I submit only that you haven’t broken down: your 
figures yet. If you have a large, whopping figure for Keats that can 
be properly applied to the money raised in 1957, that’s all I am saying. 
What is your figure? Yousaid it is much larger. 

Mr. Puaprncer. I don’t recall having said that, but the figure that 
is contained—as I repeat, the peo figures that I have are the figures 
on your auditor’s breakdown of $25,642.32 for public information and 


education, with nothing allocated to campaign expenditures during 
1957. 
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Mr. Mappen. Then let me add this to it. There was $7,000 paid in 
1958 for 1957 work, so add that to it and you have a higher figure, and 
don’t even take into consideration 1956, which apparently is quite 
small. Then you have a maximum of approximately thirty-two or 
thirty-three thousand to Mr. Keats for 1957 work, which I think is 
the significant figure here. 

Mr. Puarineer. I don’t recall having raised this question, but—— 

Mr. Mappen. It all arose because | think that the chairman on 
Thursday said an unbelievable amount went to the professional pro- 
moter and solicitor. 

Mr. Puarrneger. I think what was being referenced there was the 
fact that the cost of the mailings as against the returns to the Federal 
Association for Epilepsy were high. These were the figures that I 
was referring to. For instance, on mailing 8 the association received 
$221,181.57, with costs of mailing $224,058.80. On mailing 7—mailing 
No. 8 was 2,147,597 pieces. Mailing No. 7 was 2,619,613 pieces, — 
there you received $437,368.31, as against the cost of mailing of 
$200,040.31. 

Mr. Mappven. I think that clarifies that it wasn’t just Keats’ figures. 

Mr. Puapincer. I think that is what the chairman was referring to 
as the high cost of mailing and the small return. 

Mr. Mieuiaro. Not taking into account the public information and 
education apportionment of that cost. 

Mr. Puiapincer. I think we are talking about the return to the 
association in terms of the cost. Let’s nail that down. 

Mr. Mappen. In dollars. 

Mr. Puapincer. In dollars. 

Mr. Mappen. And no return from an educated and informed public. 

Mr. PLapincer. You will concede even I can’t measure that. 

Mr. Mappen. All right. 

Mrs. Broyuiti. I think we could measure it if we used the number 
of people, the population of the United States, and I would like to ask 
one of you gentlemen what is the population of the United States 
at the present time. 

Mr. Biatnix. Approximately 173 million. 

Mrs. Broyuity. If we could have mailed out literature in advance of 
ever asking for a donation to 170 million people in the United States, 
if we could have blasted it by television, edit: and everything on earth, 
it would have been wonderful, the greatest thing that could ever have 
happened, but we haven’t had a dollar to do it with, not one dollar; 
but as we have progressed by borrowing money and going ahead step 
by step we were able to mail out to over 5 million of these people in 
the United States information about epilepsy. We have received 
donations back from about 500,000 or 600,000 people. 

Mr. Piaptncer. Mr. Chairman, before we go any further, can we 
insert these contracts into the record, so that the record will reflect 
what we have been talking about, in the proper place ? 

Mr. Biatrnik. At this place? 

Mr. Puiarrneer. At the appropriate place in the record, where we 
started talking about Mr. Keats’ contracts, on Thursday, I believe. 
For the sake of clarity in the record, we can insert the contracts at 
that point. 

Mr. Biatnik. Without objection, so ordered. (See p. 45 ff.) 
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Mr. Mappen. Mr. Chairman, may we also at this same time, so that 
it will appear at the same time in the recor d, insert the letter cancel- 
ing the Keats contract, and also this letter in November of 1957, which 
I have found here, which is merely a very thorough criticism of the 
brokerage arrangements and brokerage contracts? It is a rather de- 
tailed letter from Mr. Babbitt, secretary-treasurer, to Mr. Keats. 

Mr. Buatrntx. What is the date of that? 

Mr. Mappen. November 29, 1957. I would think copies of all these 
documents should go in together. It is not long. 

Mr. Prarrncer. Is this the letter proposing the establishment of a 
joint bank account ? 

Mr. Mappen. It is the answer to that, among all the other implica- 
tions of the brokerage contract. 

Mr. Prarrncer. Is the joint bank account in connection with the 
brokerage contract ? 

Mr. Mierraro. Yes. That was a proposal Mr. Keats made as part 
of that, and we immediately rejected the proposal in this letter, 
among other things. 

Mr. BuatntK. Identi fy them specifically again. 

Mr. Mappen. A letter dated November 29, 1957, to Mr. Harold 
Keats, from Mr. Harold Babbitt, secret ary-treasurer of the FAE (see 
insert, p. 48), and a letter dated June 25, 1958, to Mr. Harold Keats 
from Mrs. Broyhill, president of the FAE. (See immediately below.) 

Mr. Biatnix. Without objection, so ordered, 

Mr. Piaprncer. The letter canceling Keats’ contract will be in the 
record. It is short, and can we read it right now? Is there any objec- 
tion to that, Mr. Chairman? 

Mr. Biatnix. No objection. 

Mr. Puiarrneer. Read it and we will insert it. 

Mr. Mappen. To Mr. Harold Keats, under date of June 25, 1958, 
by registered mail. 

Dear Mr. Keats: On June 11, 1958, the board of directors of the Federal 
Association for Epilepsy, Inc., met and decided to terminate all of their current 
contracts with you forthwith. The reasons have been generally discussed with 
you in May of this year and on previous occasions and involve your failure to 
perform certain of your obligations under the contracts and other matters. 

Steps are now being taken which will be in the nature of a final accounting 
covering the period of these agreements. We will contact you upon the comple- 
tion of the review and audit of these contracts. 

Sincerely yours, 
M. T. BRoYHILL. 

Mr. Praprincer. And the contract that you are referring to is the 
employment contract ? 

Mr. Mappen. Both of those contracts, the employment and the 
brokerage contract, because there had never been any formal cancella- 
tion of it before. 

Mr. Puiarrncer. And both contracts were for a 5-year term from 
the Ist of May 1957 to April 30, 1962; is that correct ? 

Mr. Mappen. Yes; with: automatic renewal. 

Mr. Puarincer. For an additional same term, except on 3 months’ 
notice ? 

Mr. Mappen. Unless there was formal notice given. 

Mr. Priapincer. There is great point made in some of the corre- 
spondence that the association had with various local better business 
bureaus and the national Better Business Bureau to the effect that 
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all fund raising was done by employees and no outside fund raiser 
was employed. I was just curious about that, in view of the fact that 
Mr. Keats was able to carry on other work, and the fact that we have 
not been able to ascertain that any withholding tax and social-security 
tax was withheld from the salary. It seemed to me that in fact Mr. 
Keats was an independent contractor, but I am not aware of the sig- 
nificance of that as far as you people are concerned. 

Mr. Mappen. Well, we have been going over that since you raised 
it last Thursday in the letter that had been written to New York 
State, where the answer in effect, as you have stated, was that the 
fund raising work was done by the organization’s own staff, and the 
only explanation is that when those letters were written and when 
Mr. Migliaro wrote the letters he was thinking in terms of Mr. Keats 
as an employee, which is what they attempted to do in this contract 
with him, to make him an employee. Whether they succeeded legally 
is something that I can’t decide here, but they tried to do it, and it 
has not worked out that way. They haven’t had the ultimate con- 
trol and attention to duty that you can normally insist upon from 
the normal employee. That’s what they tried to do. That is what 
they intended to do, and that is why they answered those questions 
in that way. 

There is nothing I suppose inconsistent with having a fund-raiser 
employee. I am sure that some of your larger charities have 4 or 5 
fund-raiser employees, and they therefore avoid this whole question 
completely. As far as the substance of it goes, there is no difference 
between what they are doing for the organization. But there is no 
other explanation to that. That was the context in which those letters 
were written. 

Mr. Biarntx. We are a little overtime. The Chair will declare the 
meeting adjourned until tomorrow morning at 10 0’ clock. 

(Whereupon, at 12:45 p. m., the hearing was recessed until 10 a. m., 
Wednesday, July 9, 1958.) 














FEDERAL AGENCIES AND PHILANTHROPIES 
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WEDNESDAY, JULY 9, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LEGAL AND Monetary Arrarrs 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:35 a. m., in 
room 1501, New House Office Building, Hon. John A. Blatnik (chair- 
man of the subcommittee) presiding. 

Present: Representatives John A. Blatnik and George Meader. 

Also present: Curtis E. Johnson, staff administrator; Jerome 5S. 
Plapinger, counsel; Eric W. Weinmann, associate counsel; and Eliza- 
beth D. Heater, clerk. 

Mr. Brarnik. The Legal and Monetary Affairs Subcommittee of 
the House Government Operations Committee will please come to 
order. 

We will proceed with the interrogation and further development 
of the few areas yet remaining in this hearing. 

Mr. Plapinger, committee counsel, will you please continue the 
interrogation ? 

Mr. Piaringer. Just a few questions on matters that were discussed 
yesterday. There was a letter read into the record from the associ- 
ation to Mr. Keats, and signed by Mrs. Broyhill, under date of June 
25. (See p. 138.) In that letter there is a reference to the point that 
the reasons for the cancellation of the current contracts with Mr. 
Keats 





have been generally discussed with you in May of this year, and on previous 
occasions, and involve your failure to perform certain of your obligations under 
the contracts, and other matters. 


Would it be possible for you to cite some of the subjects of the dis- 
cussions that were had with Mr. Keats, and cite some of the reasons 
that were given in those discussions ? 


FURTHER STATEMENT OF MRS. M. T. BROYHILL, PRESIDENT, FED- 
ERAL ASSOCIATION FOR EPILEPSY, INC.; ACCOMPANIED BY 
HAROLD BABBITT, VICE PRESIDENT; ALPHONSE MIGLIARO, 
EXECUTIVE DIRECTOR; ALFRED STUART, INDEPENDENT CER- 
TIFIED PUBLIC ACCOUNTANT; AND MURDAUGH S. MADDEN, 
COUNSEL 


Mr. Mappen. Mr. Plapinger, this is the matter that I raised yes- 
terday. Each of these matters will be subject to dispute in litigation, 
31092—58——10 141 
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probably, and I just hesitate, when we have not completed our audit 
of the contracts, to make a stab and give what, in effect, would be a 
partial statement of our position, which is going to rise up in a sub- 
stantial lawsuit and haunt the organization. That is my only thought 
on it. I might generalize 

Mr. Piaprncer. I can appreciate that, and the only reason why I 
asked the question is because in the letter it stated that these reasons 
were discussed with Mr. Keats, and I was interested in what reasons 
they were. 

Mr. Mappen. Let me try to state it, generally, and then, if you 
need it to be more specific, why, ask me. 

The discussion in May was a general discussion between Mr. Keats, 
Mr. Babbitt, and myself, wherein lots of complaints were lodged 
against Mr. Keats, including this whole area of having come under 
criticism himself, and, therefore, leading to criticism of the Federal 
Association for Epilepsy. Some items of contractual performance 
came up at that time, and questions as to whether the contract might 
be modified at that time came up, to give a tighter control or a better 
delineated picture of his duties. 

A general discussion, which was, I can best summarize it, in the 
nature of multiple complaints on the part of the association to Mr. 
Keats as to his performance under the contract, was had. Now, I 
hesitate to go into more specific things, but they would include mat- 
ters such as the failure to get bids on each and every one of the con- 
tracts which he was supposed to aid in the obtaining of, and things 
of that sort. 

Mr. Praprncer. You mean get bids for the printing, and that sort 
of thing? 

Mr. Mappen. Yes. That is one example. The mechanical opera- 
tion under this came into great dise ussion. The part of this letter 
which says “on previous occasions” has to do with telephone calls 
back and forth, and complaints back and forth, including that No- 
vember letter (see p. 48), which I construed as, in effect, a letter of 
complaint as to the existing situation, and the request that it be 
modified or changed. If you are asking us to go down item by item, 
then I think you are going to create a ‘great deal of prejudice as far 
as our future position with Mr. Keats goes. 

Mr. Praprncer. We do not wish to ‘do that, of course, and, as I say, 
the only reason why we raised it is because the letter refers to the 
fact that these reasons were discussed with Mr. Keats. One thing 
we noticed in going over the books and records of the association was 
that, while there was a cashbook that was, apparently, kept up to 
date, none of the ledgers had been posted since the first of the year. 
Are you familiar with that situation, Mr. Babbitt? 

Mr. Bassrrr. No. 

Mr. Mappen. Mr. Stuart, why don’t you come up here now, if you 
will, and Mr. Migliaro, why don’t you sit up there? 

Mr. Mietraro. The reason for that, sir, is that it was in December 
that we discharged one bookkeeper, and it was in January that we 
got another bookkeeper, and he had to learn an awful lot about our 
operation, and we were going, step by step, teaching him all of the 

various routines in the office, and the way we keep our books, et cetera 
We had not gotten to that point of posting the ledger, and how we 
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post the ledger. It was just a matter of untrained help at the time, 
which it took time to train. 

Mr. Puiapincer. Are the ledgers being posted now, Mr. Migliaro? 

Mr. Mieiiaro. Yes. 

Are they, Mr. Stuart ? 

Mr. Stuart. Yes; he is getting them started. 

Mr. Miauiaro. He is getting them started and up to date. As a 
matter of fact, a number of times Mr. Stuart came up there to look 
over these records with him, and your auditors had the bocks; he 
let it go to his next visit. That caused part of the delay in keeping 
the ledgers up to date. I don’t say that was completely the reason, 
but it was, in part. 

Mr. Puaprncer. In your mail-processing operation, that is, as you 
educated me yesterday, after the contributions come in, or while they 
are coming in, have you ever investigated the possibility of having 
a bank do the complete operation for you? 

Mr. Bassirr. I think I can answer that. We have never found 
a bank willing to do the complete operation. We did a portion of 
it with a bank at one time, and the cost was really excessive. 

Mr. Prapincer. The reason why I asked the question is that, in 
studying this matter, we made inquiry with respect to a local bank 
that was doing this for a charitable organization, handling the com- 
plete mail processing, and then sending the envelopes with the nota- 
tion as to the contributions in each of the returned envelopes to the 
charitable association. I am not certain as to the extent of their 
operation, but we will be glad to make that information available 
to you. 

Mr. Baserrr. We would appreciate it. 

Mr. PLaprncer. With the name of the bank. 

Mr. Bassrrr. Yes. 

Mr. Piapincer. The point is that the bank did this without cost 
to the organization. ‘This impressed me. 

Mr. Bassirr. Without cost? 

Mr. P iaprncer. Without cost. This impressed me, because I 
noticed on your records about your mailing No. 8 that there was a 
processing charge of something like $8.32 per thousand, which would 
have meant something like a saving of $16,000 or $18, 000. 

Mr. Mieuraro. Mr. Plapinger. 

Mr. Piaprncer. Yes. 

Mr. Mieutaro. On that figure you just gave, are you applying that 
$8.32 to the total number of mailings, or to the total number received ? 
There are two ways of doing that. The figure of $16,000 you gave us 
sounds to me like you are applying it to the total number mailed, 
because it does not come anywhere near $16,000. It comes to what? 
$3,000? There are two ways of figuring that, and I want to make 
sure you figured it right. (See p. 127.) 

Mr. Piapincer. You are perfectly right, Mr. Migliaro. On that 
mailing No. 8, there would have been something like ‘260, 000 pieces. 

Mr. Micriaro. That were processed. 

Mr. Piapineer. Yes. 

Mr. Mieuiaro. And at $8.32 a thousand. 

Mr. Puapincer. Yes. That’s right. 

Mr. Mieiaro. It came to $8.32. 
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Mr. Puapincer. That’s right. 

Mr. Micuiaro. However, if you apply it to the total number of 
pieces mailed, it comes out to something like a dollar a thousand for 
the processing. I have figured it both ways. 

Mr. Puarincer. About $1,600, instead of $16,000. 

Mr. Mieutaro. That is right. 

Mr. PuapinGer. You are correct. 

Mr. Bassirr. I might add on that bank doing the processing that 
we worked in two banks in this area. The money never went out of 
the bank, but their space got to be a problem, and in both cases we 
were very nicely told that it would not be possible to continue. We 
did this on a volunteer basis with no cost, but there were problems, as 
you can understand. 

Mr. Puiaprincer. What also occurred to me is that if the bank 
handled it, you might avoid the recurrence of the $4,000 theft. Not- 
withstanding that you were insured for this, you can only have so 
many $4,000 thefts before the insurance companies are not going to 
insure you any more. 

Mr. Bassirr. Of course. We did go into this. That is what I 
was trying to get across. We tried to get a bank to do the job com- 
pletely, and the only bank that was willing to do it, the cost was far 
more than we could have done it for ourselves. 

Mr. Puiaprincer. If we may, I would like to go on to the purchase 
of the center at Leesburg. 

In a letter to the National Savings & Trust Co. of June 21, 1957, 
Mrs. Broyhill wrote: 

Please be advised that this association is desirous of purchasing the property 
known as the W. C. Hibbs estate in Loudoun County, comprising 211 acres and 
improvements, at a price of $345,000. 

And then the terms of the sale are set forth. Then there is a para- 
graph that states : 

We feel that the purchase price of $345,000 is $70,000 in excess of our original 
offer to purchase, which should be sufficient payment in lieu of interest. 

What were the terms of the sale and of the purchase of Graydon? 

Mrs. Broyutu. I think we would have to refer to the contract. 

Mr. Bassittr. The original offer was for $275,000, with no interest 
at all. 

Mr. Piaprncer. That is 211 acres for $275,000. 

Mr. Bassirr. Yes. We later discovered that the estate did not own 
211 acres, which was not brought out to us until later. I believe there 
was a tract, or 2 tracts, of 19.99 acres, or some such thing, which was 
owned separately by the lady who was the beneficiary of this estate, 
Mrs. Legg. 

Mr. Praprncer. In other words, there was a portion of the real 
estate that was in trust? 

Mr. Bassirr. That’s right. 

Mr. Praptncer. And the beneficiary of the trust owned 2 contiguous 
plots of 20 acres each, roughly ? 

Mr. Bassirr. Separately. It had nothing to do with the trust. 
About 40 acres. And, of course, when we made an offer we did not 
know this and so we offered it and always, of course, intended to buy 
the entire 211 acres. We offered $275,000, bearing no interest at all, 
for, I think, a period of 5 years. 
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Mr. Piarrncer. Yes. Does this mean that the property would have 
been paid for in 5 years, or—— 

Mr. Basprrr. The contract would have run for 5 years without in- 
terest, and at the end of that time some arrangement could have been 
made. In other words, some allowance, if we were not able to pay 
that amount of money in 5 years, for payments stretched out, I think. 

They came back with a counteroffer, which is exactly what you are 
reading there from that letter. In other words, they offered it to us 
at $345,000. Their original price, if I remember, was approximately 
$400,000 that they wanted for this property. They came back with 
an offer of $345,000, with no interest for 5 years. Payments of $10,000 
per year for 5 years, and if at the end of the 5 years it was not paid 
for, at $20,000 per year for the balance at 5 percent interest. This 
was their counteroffer, which is being discussed in that letter. 

Mr. Praprncer. All right. Now what were the terms of the pur- 
chase ? 

Mr. Bassrrr. That is it exactly. As I have just given it to you. 

Mr. Piapincer. My recollection from the 

Mr. Meaper. Do you not have the document ? 

Mr. Mappen. You have a later letter of offer dated June 24 that 
sums it up, I think. 

Mr. Meaper. There must be a written document for a real estate 
transaction. That would be the best evidence of what the terms were. 

Mr. Bassirr. Here is the complete one, if you would like to have 
me read it. There were several option agreements in between. We 
were not ready to raise sufficient money to put a downpayment on this 
place in the manner in which they w unted, and so forth and so on, and 
these were the final terms. The purchase price is $345,000 payable—— 

Mr. Meaper. Wait a minute. What are you reading from, Mr. 
Babbitt ? 

Mr. Bassirr. I am reading from a letter to Mr. Hilleary, the real 
estate officer of the National Sav ings & Trust Co. He is the executor 
for the estate. 

Mr. Piaprncer. What is the date of the letter ? 

Mr. Baseitr. June 24, 1957. 

Mr. Mappen. You have the contract itself there, Mr. Plapinger. 

Mr. Piartncer. I do not believe so. 

Mr. Mappen. Just a moment, please, because this paragraph that 
was about to be read from has all the terms in it in very brief and 
concise language. 

Mr. Meaper. And it is, you say, identical with the actual document 
for the acquisition of whatever interests you got ? 

Mr. Baspirt. Right. 

Mr. Mapper. W hy don’t you read in the whole paragraph? 

Mr. Bassirr. This paragraph is taken right from the option agree- 
ment which was signed. The purchase price is $345,000 payable 
$10,000 upon date of settlement ; $35,000 120 days from date of settle- 
ment; $10,000 1 year from the date of settlement ; $10,000 2 years 
from the date of settlement; and the balance of $280,000 in annual 
installments of $20,000 each on the anniversary of the settlement date 
in each of the years 1960 through 1973. 

Mrs. Broyuinn. Mr. Plapinger, do you not have a copy of the con- 
tract we have, or the document Mr. Meader referred to? 
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Mr. Prarrnecer. I do not believe so, Mrs. Broyhill. I think we have 
a copy of the deed. 

Mrs. Broyuiiy. Of the final contract, I mean. The final document 
which should have been secured from the National Savings & Trust 
Co. 

Mr. Piaprncer. I do not think we have that. We would appreciate 
it if we could have it. 

Mr. Basprrr. The executed documents which were individual 
notes—I think this is a little ambiguous here because the actual execu- 
tion was in the form of what do you call it 

Mr. Mappen. A deed. A deed of trust. 

Mr. Bassirr. Yes. These items were dated just exactly as I gave 
them to you originally. Five years at $10,000 per year, bearing no 
interest. 

Mr. Prarincer. Wait a minute. You mentioned 2 years at $10,000 
and the balance at $20,000. 

Mr. Bassrrr. That is incorrect. 

Mr. Piapincer. Incidentally, this is the same story as in a notation 
in your financial statement. 





FEDERAL ASSOCIATION FOR EPILepsy, INC. 
Balance sheet, Dec. 31,1957 


ASSETS 
Current assets : 
I Nai cate ceine me entered ates See MN ke $66, 195. 98 
ee ek oie ho ae 5, 946. 56 


——— $72,142.54 





Fixed assets: 


mane a i as i cee * 86, 000. 00 
Buildings and improvements, Leesburg, Va_______ 268, 190. 64 
POURUIOORTIOE SBOE, WO scrip cine: 1, 389. 51 
Office furniture and fixtures, District of Colum- 
ie AI os 8 ees eee pee. Jat 1, 338. 93 
Oram MOURN TIGER aia ict hs seman 2, 757. 82 
—————— 359, 676. 90 
Ns OR go ie ct ee ee eee St oi 431, 819. 44 


LIABILITIES AND GENERAL FUND 
Current liabilities: 


Accounts payable____-_ OE Em ligt ON tia mh gO $6, 285. 08 

Fravroil (iises payable... 2) 8 oo 1, 237. 66 

SmI NO NN i ainda Saisie need ew dasa Bein Ree 4, 906. 45 

a 12, 429. 19 

Mortgage payable, Leesburg property___.._.....__-___________-_ * 300, 000. 00 
General fund: 

Nt IN 0 a __.. $4, 804. 80 

Net increase from operation for the year ended Dec. 


Say anes, LORD BD) fain ceslesd cides esewecac- 114, 585. 45 
— - —- 119, 390, 25 


NIE Sed sip ddan Jatin “tay Os ae 


Total liabilities and general fund 


1Land costing $80,000 and building and improvements costing $265,000 are pledged to 
secure mortgage payable to National Savings & Trust Co., Washington, D. C. This mort- 
gage does not bear interest until November 1, 1961, and is payable $10,000 per year in 1958 
and 1959 and $20,000 per year thereafter until paid. 

Mr. Bassrrr. That is incorrect on the actual notes which we have. 

Mr. Prarrncer. Payable $10,000 per year in 1958 and 1959, and 
$20,000 per year thereafter, until paid. 
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Mr. Bapsirr. That is incorrect. If we actually had the notes here, 
we could bring it out. 

Mr. Mictiaro. They are in the possession of the bank. 

Mr. Wernmann. Let me repeat what Mr. Plapinger said. This is 
taken from the certified public accountant’s statement. 

Mr. Bassirr. He took it, I assume, from this contract, and I do not 
know whether there is such a thing as a correction to it or not. 

Mr. WetnmMann. Could I see the letter of June 24, please? 

Mr. Bassrrr. I find out from our accountant there is a little confu- 
sion here. This notation in the accountant’s report is correct. I was 
mistaken about the amount of payment, but the interest. does not start 
until November 1, 1961. 

Mr. Piapincer. That would be 4 years, then ? 

Mr. Basprrr. 1957. 

Mr. Piaprncer. 1957 to 1958; 1958 to 1959; 1959 to 1960; and 1960 
to 1961. And then your interest starts running in November 1961, 
payable 1962. 

Mr. Bassirr. I presume that is correct. 

Mr. Mietiaro. Thatis right. Payable 1962. 

Mr. Bassirr. It is payable in 1962. Is that correct ? 

Mr. Puapincer. Payable in 1962. Right. 

Mr. Mierraro. Yes. 

Mr. Bassrrr. Which would account for the 5 years. In other 
words, my version. Pardon me. 

Mr. Piarincer. What you have said is, and correct me if I am 
wrong about this, you originally offered to purchase 211 acres for 
$275,000. 

Mr. Baserrr. Right. 

Mr. Piarrneer. You then found out that the estate only owned 171 
acres ¢ 

Mr. Bassirr. I would like to put a little preface on that. That is, 
that we found this out about 2 or 3 weeks before the actual deal was 
made. 

Mr. Piapincer. So that you then purchased 171 acres for $275,000? 

Mr. Basesirr. Right. 

Mr. Piarrncer. Then you have added on to this, this payment in 
lieu of interest, which brings it up to $345,000. Am I correct? 

Mr. Bassirr. No; I do not believe you are correct. 

Mr. Piaprncer. Then correct me. 

Mr. Bassrrr. When you say in lieu of interest-—— 

Mr. Piapincer. Yes. 

Mr. Bassirr. This did not occur to us. In other words, we have 
no interest in anything except the purchase price and what we are 
charged for that. 

Mr. Piarrncer. I am merely quoting from Mrs. Broyhill’s letter 
saying— 

We feel the purchase price of $345,000 is $70,000 in excess of our original 
offer to purchase, which should be sufficient payment in lieu of interest. 

Mr. Baperrr. Correct. We are taking the position they raised the 
price because of no interest, and that they were not getting any return. 

Mr. PLapincer. Was there any computation made as to whether the 

70,000 was in lieu of interest ? 
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Mr. Bassirr. No. We felt it was a price based upon the whole deal. 
No. 1, we needed several things. One was a low downpayment; low 
payments for a period of years. These were concessions we found 
nowhere else. We wanted to purchase the property at an offer of 
$275,000, which we did not think they would accept, very frankly. 
They then came b: ack with a counteroffer for $345,000 under the terms 
which we have gone into. 

Mr. Wertnmann. Always on the assumption you were getting the 
entire estate ? 

Mr. Bassirr. Theentiretract. Yes. 

Now just before the settlement for the entire tract I believe some 
arrangement was made to transfer the other acreage to us as a gift. 

Mr. Piaprncer. Wasn’t there some discussion in 1956 at the time 
you had an earlier option concerning the deeds of gift ? 

Mr. Mappen. Mrs. Broyhill will have something on these discus- 
sions. 

Mr. Bassirr. Yes. I know nothing about the discussions. 

Mrs. Broyniny. I would like to take over on this, Mr. Chairman, 
because I handled the transaction on this real estate deal. I so stated 
in my statement last week, that the good that I might render to this 
organization, or the benefit I could be to them, would be my knowledge 
in the field of real estate and financ ing. 

I have to state here to clarify that, so that you will understand, 
that I have been associated in the real estate field with my husband 
all of my married life, and I have been active in the real estate field 
in the Washington area for the last 21 years. In fact, the first homes 
ever built in the Greater W ashington area I built personally, with- 
out the aid of my husband, or any “member of my family. I designed 
the financing, and built the first home that our chairman here lived 
in when he first moved to Washington. He may not know that, but 
that is true, and I am very proud of that achievement, Mr. Blatnik. 

It was because of this experience of mine that I want out in search 
of the proper facilities for this school. 

I might tell you this, that would be of interest to you, that I had 
really selected a place of 1,300 acres of land that cost a million dollars, 
and I thought in my own mind how to pay for it, so we would make 
it free and clear. I could have done it, but while I was waiting there 
it would not have given us the proper buildings to house the children 
we already have, and to use for future administration buildings, or 
what not. We would have had to do a building program immediately. 
So I just held still on that, and while I was waiting really to project 
my deal there, a real estate man called me out of Leesburg and wanted 
me to go look at this place, Graydon. I said, “I don’t want to see it. 
I have already selected a place and I will finance it myself. We will 
have this land free and clear.” But he kept insisting that I look at 
the place. 

Finally I decided I would go over and the minute I saw this place 
there I said, “This is it. This is the place that has environment; it 
has atmosphere; it has everything to lend to the morale of the afflicted 
person and for the morale of the parents, whose hearts are broken and 
just rent intwo.” When it comes to parting with their children, those 
of you who have never done that do not know what I am talking about, 
but it is one of the hardest problems we have, is to get parents to relin- 
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= their child to a place like this, so that we can help them. There- 
ore, we wanted a place that had environment and everything. But it 
must have buildings that would house what we are trying to do for a 
few years, until we get the building program started. 

When this place was offered to me, the real-estate broker said, “Mrs. 
Broyhill, this property is offered to the public for $400,000. If you 
make an offer I believe I can get it for $350,000.” 

I said, “You have got to get the price way down more than that if 
we take it, because we want to save every dime we can, and we do not 
want to pay that much money if we can help it.” 

But after we had really become sold on the property I decided I was 
going to determine myself the actual value of that property. I went 
up there and went over every building—everything about the place— 
and made my estimate of what that property was worth, including 
acreage, including every building, and what it would cost to repro- 
duce those buildings. It want to tell you I am proud of the estimate 
I came up with, because it was so comparable to two estimates that 
had already been given, and one of them was by professionals, the 
outstanding professional appraisers of Washington, D.C. 

I was afraid to tell my husband of my appraisal for fear I might 
be criticized, and it was several months after we made the purchase of 
the property and moved the children in, that I took him out to look 
at it. 

He said, “I’m simply amazed. It’s beautiful. You couldn’t repro- 
duce these buildings for that much money.” And I was real proud 
I made the estimate myself. 

Then we came up with this offer. Being a real estate broker— 
and those of you who have ever bought property, everybody in the 
room including the press reporters—knows when you go to buy a 
piece of property you will give the cheapest price you can possibly 
give and you will make ridiculous offers in bude to get the property 
at the cheapest price you can. But also, being a real estate broker, 
I happen to realize the fact that you have got to remember the person 
who is selling the property too. If you are going to be a reliable real 
estate broker and an honest one, you have to deal fairly with your 
fellow man. 

But we made that offer of $275,000. The members of that family 
objected to that price. They said they thought it ought to be more 
money than that, and that they ought to have $400,000 for it, and 
they did not know whether they could get the members of the family 
to agree to it or not. 

So then I started negotiating, not with the real estate broker who 
offered the property to us, but directly with the bank. That was 
agreeable with the real estate broker. It was then we made this offer 
of $275,000 for 211 acres of ground. 

Mr. Babbitt may not have known 40 acres of this land belonged 
to one individual in this estate, but I did know that. I knew she 
owned it, but I told the real estate broker and I told the members of 
the family and I told the bank, “We are not interested in buying 171 
or 181 acres, but we are interested in buying 211 acres, and any con- 
tract we make with you must be for the 211 acres.” 

The letter I wrote there on the date you mentioned, Mr. Plapinger, 
was an offer of $70,000. Certainly, if I could get it for $70,000 less 
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than the other, 1 was going to do it, and I was going to tell him it 

yas not worth that. How else could I get it? But the property is 
worth every dime of what we paid for it, and if we had to go out today 
and buy that same piece of property, we would pay that much over. 
In fact, we would be willing to give that for it today. We could not 
go out in the United States and buy a piece of property in Kalamazoo 
or any other place. We wanted it within a 50-mile radius of Wash- 
imgton, D. C., and property around this area is very valuable. We 
have paid as high as $4,000 an acre to build little lehiahew that we 
sell to the public. 

Mr. Puapincer. But that is not in Leesburg, of course. 

Mrs. Broyutiy. It is not in Leesburg, but it is only 25 miles away, 
and property is high all around here. The property in my estima- 
tion—and I feel I am qualified to give this statement because I have 
testified on two occasions in the Federal courts of Alexandria as to 
the value of real estate in the Washington area, and I showed I am 
qualified to make the statement I am making 

Mr. Piarincer. You refer to an appraisal you received from an 
expert in the Leesburg area. Can you tell us what that appraisal was? 

Mrs. Broyuii. You must remember, they didn’t make that ap- 
praisal for me, but for the people who owned the property and for the 
banks. I happened to see and was given the privilege of seeing the 
appraisal. 

I want to say that one of the appraisals—the letter sent out from 
the Leesburg bank to these people said something to this effect—it 
may not be exactly the words, but they did say he thought the prop- 
erty should at least bring $300,000 for a charity organization, and 
the appraisal that was mi ‘ade by the experts in the W Vashington area 
summing up the figures, as I remember them correctly—I did not see 
the letter with the final summing up they sent in, but T saw a detailed 
report which was quite a portfolio, and it ran around $400,000. 

Mr. Wernmann. Could you identify the appraiser ? 

Mrs. Broyuiy. I am talking now about the portfolio that I saw, 
and if I identified those appraisers in this office here as to who they 
were, that information I would like you to get from the bank be- 
cause that firm did not give me that portfolio. 

Mr. Piarrncer. May we get back to the Loudoun appraisal you 
referred to? This was made by the president of the bank in 
Leesburg. 








THE LOuDOUN NATIONAL BANK OF LEESBURG, 
Leesburg, Va., July 14, 1956. 
In re Appraisal of “Graydon.” 
Mr. CHARLES W. FITZGERALD, 
Trust Officer, the National Savings & Trust Co., 15th Street and New 
York Avenue, Washington, D.C. 

DEAR Mr. FirzGeRALp: With reference to our previous conversations and com- 
munications concerning the Graydon property shall advise that I have enlisted 
the help of Mr. C. Maloy Fishback, who has been a prominent builder in this 
locality for many years. Mr. Fishback and I went over all the buildings on this 
property in June and have obtained all information we can bearing on the 
cost of the various buildings at the time they were erected. I am enclosing 
a statement which gives in column 2 what we consider the replacement cost in 
June 1956. In column 1 we have shown the cost of the various properties as 
of the time of their construction from 1906 to date. 

We want to make this observation as we are strongly of the opinion that 
the ratio of construction cost in prior years to the cost as of June 1956 is some- 
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what different from the overall ratio of properties in general throughout the 
country. I have gone over these figures with Mr. Fishback several times. 
He calls my attention to the fact that all of these buildings are splendidly con- 
structed and that the cost of construction in the years constructed was quite a 
bit more than the average stone building. 

Now, with regard to the present-day appraisal of this property, we have in 
mind that there would most likely be two types of buyer who could be inter- 
ested. One would be a person of very considerable wealth who would acquire 
it as a country estate and could make partial but not a full use of all of the 
various buildings. The other type of buyer would be an institutional buyer 
who could make full use of all of the buildings on the property with minor 
changes. We, therefore, feel that present-day appraisal figure should be placed 
at $300,000. 

Very truly yours, 
H. I. TIrrrany. 


Replace- 





Building | Date of con- | Cost basis | ment cost 
struction as of June 
1956 
4. | & | 

Main building-. ‘ bpp pede ‘ .-| 1906-7. $50, 000. 00 | $125, 000 
Swimming pool 1938_ 10, 000. 00 | 15, 000 
Tennis court 1938_ E } 5, 000. 00 | 6, 000 
Recreation house. _. _. nial .-| 1939- 20, 000. 00 40, 000 
Guest house ‘ ‘ 1939_ 22, 000. 00 | 52, 000 
Hodgson house ne 1941. 3, 500. 00 5, 000 

Water tower .| 1906 | 5, 000. 00 (') 
Tenant house. | 1907_ | 10, 800. 00 | 27,000 
Spring house---- 1907. 1, 200. 00 | 3, 000 
Kennel. - - 1918_ 4, 000. 00 | 10, 000 
Stable-garage 1907 8, 500. 00 | 30, 000 
Hay barn 1907-10__ | 2, 700. 00 9, 000 
Cow barn | 1910-11 1, 600. 00 | 4,000 
Sheep shelter. } 1918. 1, 200. 00 4, 000 
Pig house | 1918 150. 00 | 500 
Corn crib (2) | 1945- | 900. 00 | 1, 000 
Chicken house, $200_____ | 150. 00 | 200 
Corn crib~wood 1930_ } 150. 00 | 50U 
Grainery : =e P ‘ ‘ 1942-43 2, 400. 00 4, 000 
Garage 200. 00 | 2 400 
Tool shed__. : . ¥ aed . a ; 100. 00 3150 
Total 149, 550. 00 | 336, 750 

Landscaping, shrubbery, fences, grading and wiring, pipes, | 

sewer, power lines . 10, 000. 00 30, 000 
Roads and walks ; 10, 000. 00 20, 000 
169, 550. 00 386, 750 
Land (211.01 acres) ; | 30, 189. 50 80, 000 
Land and buildings__. --- 199, 739. 50 466, 750 


Of doubtful value now. 
2 In rear of main building. 
North of main building. 


Mrs. Broyuiu. Yes. 
Mr. PLarincer. And he concludes by saying that: 
The other type of buyer would be an institutional buyer who could make full 


use of all the buildings on the property, with minor changes. We therefore feel 
that the present-day appraisal figure should be placed at $300,000. 


Mrs. Broyutu. That is the letter I had reference to at Leesburg. 
Yes. 

Mr. Piaptncer. And that was for211l acres. Isthat right? 

Mrs. Broyniin. Yes, that is right. I’m not sure about that. He 
might have meant the 171 acres. I don’t know just what he meant 
there, but what I was concerned with was the purchase of 211 acres. 

Mr. Piapincer. The 211 acres is specifically set forth on the attach- 
ment. 
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Mrs. Broyuity. I just don’t recall that, but I would like to state 
here that in my personal interview with Mrs. Legg, who lived there, 
and the mother of all the heirs to this estate, and with members of 
the family—I always mentioned the fact that we had to have 211 
acres, and we did not want just a part of it because that would make 
it expensive, and that any downpayment we made on this property, 
we wanted a portion of that property released to us free and clear, 
so that we could borrow money and build buildings. It was then she 
came up to us and said, “The 40 acres in the back,” where we wanted 
to start the first building program, “are in my name, and that you 
may have free and clear.” And we do have that property free and 
clear—those 40 acres. 

Mr. Puarrncer. Those 40 acres were a gift to the association. Is 
that correct ? 

Mrs. Broyum. I think the bank arranged that itself for that part 
to be the gift and not to go into the body of the contract. But that 
was it. That was the arrangement and understanding from the very 
beginning. We were to have the whole 211 acres and were not to 
make an offer for any less. 

Mr. Piaprncer. So as far as you were concerned, you bought 211 
acres. Is that what you are saying, Mrs. Broyhill? 

Mrs. BroyHiLyu. Yes, indeed. 

Mr. Prapincer. And the gift was set up for the convenience of the 
seller, I presume? 

Mrs. Brorni.i. The gift was set up for the convenience of releasing 
that property to us free and clear without any encumbrance. That 

yas my understanding, Mr. Plapinger. You remember now, my field 
of endeavor is real estate and financing. 

Mr. Prarincer. I defer to your knowledge in this field. 

Mrs. Broyuiti. You cannot build houses unless you have property 
free and clear. You cannot borrow any money on it. So you have to 
free your property first. So we hoped if we could put on a drive 
and raise $500,000 in the greater Washington area, and pay it off, 
there would be no trouble in putting up the buildings if they had the 
property clear. That was in my mind when I insisted, whatever 
downpayment I made, this property must be free of all encumbrances. 

Mr. Weinmann. Then you told us, Mrs. Broyhill, you bought 211 
acres for $345,000. Isthat correct ? 

Mrs. Broyuinu. Yes. 

Mr. WEINMANN. What did the gift consist of then ? 

Mrs. Broyuiiu. I just explained to you, sir, that the 40 acres of 
land that were set up in the contract or in the body of the contract 
there was arranged by the bank. They drew up the papers for us, 
and it was arranged by the bank so that we might have the 40 acres 
of land free and clear. I don’t see where it was given to us or set 
up in the body of the contract. I was not interested in that, but I 
was interested in getting 40 acres of land free and clear so I might 
start our building program. 

Mr. Wetnmann. I understand that, but I am still not clear as to 
what the gift actually consisted of. You are not telling me it con- 
sisted of 40 acres? 

Mr. Bassrrr. I can tell you what is on the books and what is car- 
ried is approximately 40 acres as « gift given to us by, I believe Mrs. 
Legg. lam not positive. 
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Mr. We1nmann. Then did you receive a gift of 40 acres? 

Mr. Bassirr. Yes. 

Mr. Wernmann. But Mrs. Broyhill just told us she bought 211 
acres. 

Mr. Mappen. Isn’t this just semantics? Mrs. Broyhill explained 
they intended from the beginning to buy 211 acres for a total pur- 
chase price, and they did get 211 acres for that purchase price. The 
question as to how the seller treated it or how some other people 
treated it is something she just testified that she didn’t care about one 
way or another. She got the total amount of land for a certain 
amount of money. How the seller applied that money I suppose is 
his problem. 

Mr. Meaper. Was any evaluation placed on the 40 acres separately ? 

Mrs. Broruiu.. I don’t think so, sir. 

Mr. Mappen. Not in this settlement. 

Mr. Meaper. If Mrs. Legg, if that is her name, treated the 40 acres 
as a gift, presumably she may have for income-tax purposes or some 
other purposes, deducted it as a gift to a charitable organization ? 

Mr. Mappen. She may have. 

Mr. Meaper. And you presumably would have set it up on your 
books as a contribution. 

Mr. Mappen. It was set up on the books of the Federal Associa- 
tion for Epilepsy as a gift, but 

Mr. Meaper. But what valuation was placed on it ? 

Mr. Mappen. What is the dollar value ? 

Mr. MictrAro. $6,000 for each 20 acres. 

Mr. Mappen. $12,000 total. 

Mr. Puaprncer. As I recall it, there was an option to purchase these 
40 acres at one time for $15,000. Do you recall that? 

Mrs. Broruiy. I do not recall exactly that, Mr. Plapinger. When 
we talked about the body of the contract and how we should word it, 
it was suggested by the real-estate broker there, and suggested by 
the bank, that we make 2 separate contracts and separate the 2. 
I said, “No, I don’t want that. I want this contract to read that we 
are purchasing 211 acres. You can set it up any way you want to, 
but this is what we want—211 acres.” Because I didn’t want any 
promise of a gift later on and maybe having something slip up, or 
a person dying, or something, and our not being able to get the gift, 
or however they wanted to set it up. I wanted embodied in our con- 
tract that it was to be a part of the purchase price. 

In final arrangements we came up with—I can assure you we made 
many trips into the bank and Mr. Hilleary came over to our office, and 
we just discussed it pro and con as to how would be the final way to 
set it up to the best advantage. What we were concerned about was 
not the estate of the Leggs and how they could profit by it, but we 
were interested in Federal Association for Epilepsy, and how we 
could best benefit. 

Mr. Mraper. I do not know if this has any great significance, but 
just to clear the record, it would appear that the association thought 
they were buying 211 acres and all improvements for $345,000. But 
the way the transaction was actually worked out, 40 acres of that 
211 was free and clear, on which there was no encumbrance, such as 
secures the payment of the balance of the purchase price on the other 
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171 acres. So that that would mean really that the purchase price 
was $357,000 for 211 acres and Mrs. Legg made a donation of $12,000 
tothe association. Is that not correct ? 





Schedule of land purchases by and gifts to Federal Association for Epilepsy 


[Prepared by committee staff] 






Date Seller or donor Title by— Acres Location Amount 


July 12,1957 | He len Hibbs Legg_.........| Deed of gift____- 19.99 | Leesburg, Va ms $6, 000 
Sey Be, BOOP 152200082 st ede clk Deediis sc... 171.02 Mb ci | 345,000 
POO TE ss Deed of gift....__- SOD Lona or ah 6,000 








211.01 “B57, 000 





Values placed on land and buildings 


Land: 
I Tg i cs secede ait kd dees ne bbb 5 —<ceteew dd $6, 000 
In CU UR ae DF ial ee mien eesti meiner aul 6, 000 
Be, IN a ma tn os oe pee accent cin dh ease nh pen gett ied dp ws ancnaten 80, 000 








ON a hi ne se ein ees eh ah vein eR SR rere 92, 000 





Buildings and imprevements : 


ead sess dogo meagan entreaties 83, 846 
mee, Cee SPER 18) a ee bl ih ee lal fn arta eiblede 41, S70 
een. GN re IE SE 8 i ot ee 18, 815 
CNN SI i a Nia ek Eee eat eh cel tice ste eb aint capaneeimanl 15, 715 
I iis cele csc ce bcs Bi Aen oka etek sie . 10,494 
NN tinct nce nck eh haempal cea na akeaio en on aas cashier anh aie ee 19, 769 
Dangsckorer. ane Tenceba So on eh ee bende 31, 455 
eared wal eens cose Ma a er 20, 988 
ee) as isk, A cq eba ed ebenlicsn ed auh nmaguermenenita 15, 741 
STI DI icici a ae ii 6, 307 





Total buildings and improvements 265, 000 








I 357, 000 





Nore.—Information taken from deeds and audit report. 


Mr. Mappen. It would not be $357,000. It would be $345,000 minus 
$12,000. 

Mr. Meaper. Plus $12,000? Yes. That’s right. 

Mrs. Broruimu.. May I say this, Mr. Meader? I think, perhaps, 
you must remember that this family were all adult men and women. 
Mrs. Legg’s children were all adult people. One of them is a banker 
here in town. I think they, perhaps, objected to releasing the land 
free and clear in the body of the contract. They objec ted to that. 
They wanted it to stay there as security for the deal we made with 
them. But I insisted that we have a portion of the land free and 
clear. We must have that because it was a charitable association and 
we wanted to start a building program, and anything that said that 
a could give hers as a gift, ‘and not embody it in the contract—that 

yas their arrangement, and not ours. 

oie Meraper. Let me ask you this question: What did Mrs. Legg, 
personally, receive for the deed to the 40 acres? Did she receive 
$12,000, or did she receive any sum of money individually and not 
as a share of the estate ! 

Mrs. Broyruiiu. I am sure I could not answer that, sir, because the 
transaction was handled by the bank as trustees of the estate, and | 
don’t know. 
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Mr. Bassirr. I can answer for the organization. From us she re- 
¢eeived nothing, and the real-estate officer of the bank—I was ‘at the 
settlement—wanted no part of the other property owned by Mrs. 
Legg. In other words, he said that was not his to sell. There was 
some arrangement made through lawyers there, on which you have 
got me. In other words, it was satisfactory. 

Mrs. Brorum.. That is right. We don’t know anything about 
that. 

Mr. Bassrrr. In other words, we did not pay anything for those 
40 acres. 

Mr. Meaper. I do not know that it is important, but we could get 
embroiled in the intricacies of real-estate transactions for quite a long 
time. 

Mr. PLapincer. Just on the question of the $15,000, I think it is 
cleared up in a letter dated March 21, 1957, from Mr. Jenks to Mr. 
Migliaro, in which he says: 











I gather that the suggestion to make a gift of one parcel— 


referring to the five 20-acre tracts— 






























in 1956 and the other in 1957 was abandoned, and that no gift has been completed 
at this time. The option to purchase this property for $15,000 originally en- 
tered into on September 10, 1956, expired by its terms 90 days thereafter, and I 
think we can forget this. 

That was what I was referring to. 

Mr. Bassirr. Yes. 

Mr. Mieuraro. There were many options flying back and forth at 
that time. 

Mr.- Piapincer. How is the figure of $70,000 in leu of interest 
computed ? 

Mrs. Broyutiy. I would say, Mr. Plapinger, that it was not figured 
in lieu of interest. I tried to purchase the property for our organiza- 
tion without any interest at all, and I feel that the trustees at the 
bank, the National Savings & Trust Co., really owed it to us to try 
to get the whole deal through without any interest whatsoever. 

Mr. Piarrncer. How did the question arise ? 

Mrs. Broyuiny. I beg your pardon ? 

Mr. Piarrncer. How did the question of your writing to the real- 
estate officer of the bank here, where you say : 

We feel that the purchase price of $345,000 is $70,000 in excess of our original 
offer to purchase, which should be sufficient payment in lieu of interest— 
How did that arise? 

Mrs. Broruity. Mr. Plapinger, I stated a while ago I am a real- 
estate broker. We always do things like that to try to get prices down 
on property. That isa part of the game of trying to cet prices down 
on property. I certainly felt that we should not pay any amount of 
interest whatsoever on that property for a charitable organization. I 
still think so. I still think that the only part of the contract that 
irks me is the fact that if we run past 5 years we will have to pay in- 
terest. But it was the only way we could get the bill through with 
the bank trustees. So we took the next-best thing we could ‘and we 
said, “All right. Give us a period of time where there is no interest 
and maybe we can raise $500,000 from the Greater Washington area, 
and can pay it off, and there w ‘ill be no interest.” 
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That’s why I mentioned the other day I hoped to raise this $500,000, 
which we have not yet gotten into, in the Greater Washington area. 
But maybe we will yet get that across before the 5 years are up, so we 
will have it paid off and there will be no interest. I sincerely hope 
that may be the case. 

But I did not compute the figure of $70,000 as the difference be- 
tween $275,000 and $345,000 in lieu of interest. I didn’t even con- 
sider it at all. I just had to come up with what I knew they would 
accept. ‘They came back to us with what they would do, and that is 
all they would do. 

I said we would not pay any interest for a certain period, and this 
is what they finally came up with—that we would pay no interest for 
a period of 5 years. I don’t know how the bank figured it. That is 
up to the bank, 

Mr. Meaper. Five-percent interest on $300,000 per year is $15,000. 
If it is 5 years, it is $75,000, and, if it is 4 years, it is $60,000. 

Mr. Piapincer. Except if it 1s $275,000 we are talking about and 
we are adding on $70,000 to the $275,000. If you computed 5 years of 
interest on $275,000 under the terms of the contract, you come up with 
something like $41,000, rather than $75,000. That is why I was trying 
to gather from Mrs. Broyhill what the $70,000 in lieu of interest 
was. 

Mr. Meaper. It sounds to me like she was trying to make a deal and 
saying, “If you can give us 5 years free of interest, that is about the 
same as $60,000 or $70,000.” 

Mr. Weinmann. But, as you pointed out, Mr. Meader, from the 
point of view of the association, it makes no difference. It may make 
a difference from the point of view of the seller. 

Mr. Meaper. I do not know that I see the significance of it. If 
she was trying to make a deal and said, “If you give us 5 years without 
any interest, we can afford to pay a little more on the purchase 

orice.” 
Mr. Puaprrncer. Of course, it may have some effect on the tax reve- 
nue. Rather than have interest to the seller taxable at normal income- 
tax rates you have what you have here, a tax on $70,000, taxable at the 
capital-gains rate. 

Mr. Wetnmann. I think we might also say, Mr. Chairman, that the 
$70,000 works out rather well on the basis of the Tiffany appraisal of 
$300,000 at 5 percent, which is the underlying rate of interest. If 
you take the $300,000—price Mr. Tiffany arrived at and deduct from it 
the value of the gift of $12,000, you arrive at a $288,000 figure, on which 
the 5 percent comes to something like $70,000 in 5 years; so, you ar- 
rive at a total price of $348,000, which is close enough to the $345,000 
that was actually paid. 

Mr. Mappen. Mr. Weinmann, from the point of view of the com- 
mittee and the witnesses here from the Federal Association for Epilep- 
sy, you are not suggesting that there was any impropriety in the way 
the Federal Association for Epilepsy treated this transaction, I as- 
sume? You are talking about something that might be in Mr. Legg’s 
mind, or somebody’s mind, that is not here. 

Mr. Puiaptncer. Actually, the tax incidence could be of no interest 
to you, because you are an exempt institution. 

Mr. Mappen. That is what I wanted to point out. 
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Mr. PLarinerr. It may be of some interest to the committee to know 
that an appraisal was requested of the General Services Administra- 
tin, and, using a different appraisal method than the president of the 
Loudoun County Bank used, they found a fair market value for the 
211 acres, with ‘improvements, of $225,000. We recognize that this 
is an area that is subjective, and we just refer to that for what it is 
worth. 

Mrs. Broyuin.. I think that is wonderful. That appraisal of the 
General Services Administration is a wonderful appraisal, because if 
they were trying to buy it they would not offer $100,000. 

Mr. Mappen. Is he here so we can ask him about it? You said this 
is a different system that he used ? 

Mr. Piaprrncer. I would just as soon not get into the mechanics of 
appraisals, Mr. Madden, for obvious reasons. As I understand it. the 
method of appraisal used in the General Services Administration ap- 
praisal is the so-called comparative method to establish fair market 
value. They use comparable sales in the same area, whereas Mr, 
Tiffany used a reproduction-cost-less-depreciation method in his ap- 
praisal, such as is most often used for insurance purposes. 

Mr. Mappen. The General Services Administration often does this 
to get ready for a condemnation suit. The same standards simply 
would not apply, would they, to what this organization thought it was 
worth and paid for it, or what the General Services Administration 
man, going out on a different system of appraisal, would pay ? 

Mr. Piapincer. But we are talking about the fair-market-value ap- 
praisal, which is an accepted method. 

There is a letter in the file, a memorandum from Mr. Babbitt to 
Mr. Migliaro, dated December 19, 1957, which states: 

Please issue a check in the amount of $976.60 to the National Savings & Trust 
Co. for insurance coverage on Graydon. This amount covers unearned premium 
due the trust company. Also please note that the above sum shall be charged 
to the contribution of $2,200 received from Mrs. Legg to cover this payment. 
After my conversation today with Mr. Kent Legg I understand that there are no 
other outstanding obligations against this contribution and the balance to be 
placed in the association’s general fund to be spent as the association sees fit. 

What does this mean? The closing or settlement, I guess, is the 
term used in Virginia, occurred in July 1957. 

Mr. Bassrrr. Yes, sir. 

Mr. Piaprtncer. Here, some 5 months after the closing, there is still 
an item that is unsettled. Can you tell us something about this, Mr. 
Babbitt ? 

Mr. Baperrr. Here is exactly how that came about. Mr. Legg— 
now, I am not clear as to which Mr, Legg—I don’t think it was Mr. 
Kent Legg I talked to. There is another brother. 

Mr. Piaprncer. This is from your memorandum. 

Mr. Bagsrrr. This is before the memorandum I am talking about. 
In the original. He told us he was not exactly sure of what charges 
would come up as far as any of these items were concerned. So what 
he would do is, he was positive that we would have no problems, but 
he would give us a contribution—I believe this was in Mrs, Legg’s 
name—of $2,200, and that any odds and ends and incidentals that 

came up would be cov ered, with no problem, and so forth and so on. 
However, we found that at the time of settlement there was no settle- 
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ment made. This had nothing, I don’t believe, whatever to do with my 
relationship. 

In other words, the way I related it, we found at the time of settle- 
ment the usual thing is, any unpaid premiums are paid by the pur- 
chaser. 

Mr. Piaptncer. If he assumes the insurance. 

Mr. Basstrr. That is correct. And, of course, at the time I knew 
nothing about this at all, and that this went out, so I merely charged 
it for our books or bookkeeping records in the way you see here. 

Mr. Piapincer. Didn’t the bank raise the question ? 

Mr. Bassirr. No. 

Mr. Piarincer. At the time of settlement ? 

Mr. Bazerrr. No. I don’t understand that either, but it was not 
raised and I didn’t want to pay the $976. I will be very frank with 
you. 

Mr. Piapincer. Had you in the meantime placed your own insur- 
ance? 

Mr. Bapsrrrr. No. We took over the insurance that was there. 

Mr. WetnMann. But you did not want to pay for it. You felt 
it was included in the lump sum ? 

Mr. Baserrr. I felt as long as it was not brought up at the settle- 
ment, it was ours. I may be wrong. Maybe I am naive in thinking 
that. 

Mr. Puaprncer. I do not know how germane this is, but on the 
same subject, in November 1956 in a letter to Mrs. Broyhill, Mr. 
William Legg stated : 

My brother has an arrangement with the local agent who handles these 
policies and we would be willing to waive adjustment of the unexpired portion 
if you would be willing to continue the insurance through the same Leesburg 
agent. Any additional insurance put through the same channels could be 
arranged on a very favorable basis by virtue of substantial contributions to 
the association from both the Legg family and the local agent in future years. 

Mrs. Broyvuimx. Of course, you must remember there were several 
brothers and sisters involved there, and what one would say the other 
would not agree to, and we fin: lly had to work it out with the bank. 
It was the case of the bank as trustees handling the transaction. We 
did the best we could with the trustees. 

Mr. Puiarrncer. Also in a letter from Mr. Legg dated December 
16, 1957, he stated : 

Drar Harotp— 

I assume that is you, Mr. Babbitt? 

Mr. Baseirr. I assume so. 

Mr. PLapincer. Or Mr. Keats? 

Mr. Basesirr. I don’t think he knew Mr. Keats. 

Mr. PLApInGer (reading) : 

* * * Mother made a donation of $2,200 which included $1,200 for this in- 
surance. Thus she has given you already what amounts to 2 years’ premiums 
which are ordinarily entirely paid by the purchaser. If you now fail to pay the 
amount stipulated by the sales contract * * *. 

Mr. Bazsirr. What was the date of that ? 

Mr. Piaprncer. December 16. 

Mr. Baserrr. That was when I paid the $976 to them. 

Mr. Piarrncer. This $976 then was paid to the bank ? 

Mr. Bazesittr. To the bank. 








h my 


ttle- 
pur- 


new 
rged 


s not 
with 


nsur- 


"e. 


1 felt 


ettle- 
iking 


n the 
, Mr. 


these 
yortion 
esburg 
nld be 
ons to 
years. 


everal 
other 
bank. 


We 


ember 


this in- 
ePmiums 
pay the 


FEDERAL AGENCIES AND PHILANTHROPIES 159 


Mr. Piarrncer. And this goes to the trust ? 

Mr. Bassirr. That’s right. 

Mr. Piartncer. Of which Mrs. Legg was the beneficiary. 

Mr. Bassrrr. I don’t believe we ever paid the Leggs anything for 
any reasons outside of purchasing some equipment which belonged to 
Mr. Kent Legg himself personally. That is the only thing I can 
recollect we ever paid to them at all. 

Mr. Prarrncer. I am just trying to reconstruct in my own mind 
what happened here. Mrs. Legg made the $2,200 contribution to the 
association, $976 of which goes “for the unearned premium which you 
said to the bank which is trustee of the estate of which she is the 
benetici ‘lary. 

Mr. Barerrr. That’s right. This was explained to me and I don’t 
know how valid it is. They have nothing to do with these banks. 
They don’t own this money, but what they were doing is merely making 
it easier for the association, acc ‘ording to the statement they made, to 
pay any odds and ends items by giving us the contribution, so we 
would have money on hand, and at the time this contract was originally 
started the amount of money the association had was very little. In 
fact, I believe that was approximately the time Mrs. Broyhill and I 
and other members went to the bank and borrowed money to go into 
a fund drive. I think the dates will be very close. So that was our 
financial position at that time. 

Mr. Piarrncer. In a number of places in your directors’ meeting 
there are references to making an inventory of furniture at the center. 

Mr. Basprrr. Yes. 

Mr. Piapincer. This is about the time of the purchase. 

Mr. Bassrrr. Yes. 

Mr. Piartncer. Was such an inventory ever made? 

Mr. Baserrr. Yes; I believeso. Actually, what this is is Mrs. Legg 
told us she would give us whatever furniture she did not need. And 
we were in receipt of—I don’t know how much. Do we have that 
inventory here? 

Mr. Micriaro. We do not have the inventory here, but there is one 
at the center. 

Mr. Bassirr. There is no valuation. That is what I was getting at. 
In other words, there is no valuation. It was a large amount of 
furniture, rugs, and pictures, and all types of things. In fact, there 
was some equipment given by Mr. Kent Legg, also. In other words, 
we purchased the balance of the equipment beyond what he gave us. 


Mr. Priarincer. Yes. The equipment is carried in your balance 
sheet. 


Mr. Baspsirr. Yes. 

Mr. Piapincer. but there is no item for furniture. 

Mr. Bassirr. I think that would be rather difficult to put a valuation 
on that sort of thing. In other words, we did not feel it was worth 
the necessary—we have an inventory, but I do not think there is any 

valuation. 

Mr. WeinMANN. Where are the furniture and rugs and pictures you 
just mentioned? Where are they now? 

Mr. Bassirr. They are all out there. They have always been there. 
They have never been removed. 

Mr. Wernmann. I did not notice any rugs and the kind of furniture 
I would have expected to have found. 
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Mr. Bassrrr. Oh, no. They definitely came from Mrs. Legg. The 
entire guesthouse and many of the other houses. Everything in there 
belonged to them. And the main house—we got a considerable quan- 
tity of furniture there. 

Mrs. Broynity. Several good pieces of antiques. 

Mr. Bassrrr. There isa lot of furniture in the attics. 

Mr. WreInMANN. Stored in the attics? 

Mr. Basprrr. Yes. This is above and beyond what we have in use 
every day. 

Mr. Wernmann. The stuff in use every day, which I have seen, is 
very usable, utilitarian stuff, but not the kind of furniture I would 
have expected Mr. Hibbs to use. 

Mr. Bassrrr. I think, if you had seen the place before we bought 
it, you would understand this is exactly the same furniture we are 
talking about, outside of some of the stuff we brought ourselves, which 
was, as far as house furniture, and that type of ‘thing is concerned, 
which was very little. One small living room, I believe, would pretty 
close to cover it. 

Mr. Puarrncer. Could you furnish a copy of the inventory to the 
subcommittee, Mr. Babbitt ? 

Mr. Bassirr. Yes. 

Mr. Piarrneer. Incidentally, did you mention antiques? 

Mr. Basesrrr. I did not mention antiques. 

Mr. Puarrncer. Iam sorry. 

Mr. Bassrrr. I know nothing about antiques. 

Mr. WernmMANN. There isa letter in the file from Mr. Hibbs. 

Mr. Baxserrr. From Mr. Hibbs? 

Mr. WetnmMann. From Mr. Legg. I am sorry. In which he states 
that the furniture is well worth in excess of $5,000. 

Mr. Mieuiaro. Equipment and fur niture. 

Mr. WeInMANN. Equipment and furniture is $10,000. 

Mr. Barsrrrt. I would hesitate even to talk about valuation. I don’t 
know. 

Mr. Wernmann. I’m sorry. I was wrong. You are right, Mr. 
Migliaro. It is equipment and furniture. 

Mr. Barerrr. Then may I venture a comment that the equipment 
was appraised, and we have an appraisal sheet. You have it, I believe. 

Mr. Piapincer. That isright. Wehave. The reason why I raised 
the question is because you carried equipment on the balance sheet. at 
$1,300, while there is no item for furniture. 

Mr. Bapsrrr. Yes. 

Mr. Priaptncer. Incidentally, the exact quotation from the letter is 

It would be conservative to say that the value of equipment and furniture 
which she leaves will amount to a minimum of $5,000 and could be much higher. 

Mr. Wetnmann. I do not know whether I should not come back to 
the question of the earmarked contribution, so that we will have a clear 
record on what happened. Mrs. Legg made the contribution which, in 
part, was earmarked for the payment of the unexpired insurance on 
the estate. 

Mr. Baserrr. This is due tohisletter. To my recollection 

Mr. Wernmann. There is a letter from him, and there is a letter 
from you, both expressing the same thought. 
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Mr. Bassirr. Yes. However, there was no specific thing mentioned. 
Originally, when this contribution was given, originally, there was no 
specific item mentioned. This was a contribution, so that the organ- 
ization would have money in case there were odds and ends unpaid 
for, so that we did not have to put up large amounts of cash. 

Mr. Weinmann. I believe we have a letter which Mr. Plapinger is 
looking for, in which Mr. Legg sets forth, in writing, an oral under- 
standing that spells it out. 

Mr. Mappen. Mr. Plapinger, there is no conflict on this point at all. 
There is no confusion to be eliminated that I know of. 

Mr. WetnmMaAnn. If there is no conflict, then perhaps I do not have 
to find the letter. What I was trying to bring out was that a con- 
tribution was made by Mrs. Legg to the assoc! lation which was ear- 
marked, among other things, for the purpose of paying the unexpired 
insurance premium, and that money was then so used, so that the trust 
received the money which Mrs. Legg had contributed to the associa- 
tion. 

Is that correct, Mr. Madden ? 

Mr. Mappen. They might have received it in the sense that I as- 
sume, they funneled it through to some insurance-coverage source. 

Mr. Pvarincer. It was already paid. The insurance was already 
paid for. 

Mr. Mavpen. Or they reimbursed themselves for the costs of clos- 
ing that they should not have paid. I don’t see what the significance 
is, one way or the other. 

Mr. Wetnmann. There is no significance to the association, but, 
since we are looking at all these things from the point of view of the 
Internal’ Revenue Service, it might be, again, different from the 
point of view of the seller. 

Mr. Mappen. I might say here I do not think there is anything 
unusual about a settlement Laine an item or so and picking it up 
6 months later. It is just not that unusual. Settlement officers would 
like to feel that it is, but it is not. 

Mr. Buatnix. Any further questions? Mr. Meader? 

Mr. Meaper. No. 

Mr. Mappen. Mr. Chairman, with your indulgence, before we close, 
I would like to take 4 or 5 minutes on 2 or 3 points I consider to be 
quite relevant, if this is the time to do it. 

Mr. Buatnik. What points are they? Can you identify them in a 
word or two? 

Mr. Mappen. Well, one is a matter that came up yesterday. I think 
the record is confusing on what is a very important item. That is the 
cost of the care per child, since there are two directors with children 
at the center. None of these points will take any material amount of 
time, if I may. 

Mr. Buatnix. And what is the other point ? 

Mr. Mappen. The second point has to do with—it is merely a com- 
ment on the first day’s evidence to the effect that all of these contribu- 
tions to any charitable organization are tax losses. I just think one 
comment will bring that into perspective. The third point is on this 
overall question of. percentages. Again, a very short comment on it. 
It might well help to bring it into perspective, as far as this commit- 
tee’s purposes are concerned. 
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Mr. Biarnux. Will you please proceed * 

Mr. Wernmann. Mr. Chairman, I may say, in antic ipation of Mr. 
Madden’s second point, that, if he is referring to Dr. Kahn’s testimony, 
he did very carefully circumscribe the area he was talking about as 
itemized contributions. 

Mr. Mappen. No; that is not my point. 

Mr. Weinmann. It isnot? Iam sorry. 

Mr. Mappen. With reference to the testimony yesterday from Mr. 
Babbitt that the two directors who have children presently at the 
center are presently paying, one of them $150 a month and the other 
$225 a month, and his opinion that the cost would be $300 to $400 
a month, I think it should be stated here that that is an anticipated 
opinion, under expanded facilities, when and if they get into full 
operation. What would be relevant to what these directors are now 
paying is what the cost over the past 7 or 8 years would be when they 

were paying it. 

The costs per child on the books of the old association came to about 
$1,800 a year, or $150 a month, so that one of the directors was paying 
considerably more and the other director was paying the full cost. 

This all may be adjusted in the future as expanded facilities call 
for expanded costs, but we did not want the record to refleet for a 
moment that either of these directors were getting any benefit from 
being directors. In fact the truth is, of course, as I feel you gentle- 
men must by now know, that this is not a case of the directors using 
the association, but a case of the association using these directors who 
had the problem and were, therefore, willing to make these sacrifices. 

The second point is that the idea of percent: iges in regard to cost 
of raising money is a very elusive one because if the F ederal Associa- 
tion for E pilepsy and Father Flanagan’s Boys Town set out and hired 
the same professional help and mailed the same 100,000 pieces of 
literature to the same people at the same cost—merely having different 
names in there—Father Flanagan’s Boys Town out of 100,000 pieces 
of literature might receive $1 million and the Federal Association for 
Epilepsy might receive $150,000, because it is a much more difficult 
problem and something the public education and sympathy have not 
yet been established in. 

So to say there is a 50 percent cost to one organization and 10 per- 
cent cost to another organization is meaningless if they in effect 
were doing the same thing and the same variables were identical. 

So again I think any time you speak in terms of percentages you 
must keep in mind they are meaningless unless someone is throwing 
away money, or someone is poc keting money, or somebody is mislead- 
ing or defrauding the persons asked to contribute. Those are the 
relevant questions. 

The final item I have is this: With reference to the millions of 
dollars that are supposedly lost—many, many hundreds of millions of 
dollars and up into the billions of dollars in Me ix revenue losses by the 
Government in these contributions of up to $5 billion a year to ¢ hari- 
ties—that too is a figure that is meaningless unless every charitable 
use was a substitute for what would otherwise be a Federal or a State 
cost. The children that are in a private institution are not in a State 
institution and being supported by the taxpayer, so that unless you 
offset all of this and come up with the figure you do not have a figure 
which is meaningful as far as actual loss goes. 
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Mr. Piapincer. But you do not have a dead loss, and I think Dr. 
Kahn would concede charities themselves generate business. 

Mr. Mappen. And you cannot even really state you have a serious 
loss until you have done what I suggest, “which is to see what the 
charities are doing with their money which would otherwise have to 
be done. 

Mr. Weinmann. I think that point was made by the chairman in 
the opening statement. 

Mr. Puapineer. ‘This is also conceded. 

Mr. Meaver. I would like to comment on that. This money does 
not belong to the Federal Government. It belongs to the individuals 
who earn it. Our tax laws require the individuals to make a contri- 
bution to the cost of government. Whatever limitations and excep- 
tions there are, it is the individual’s money. Whatever he does with 
it is his business. It is not something he takes away from the Federal 
Government that belongs to it. I do not like the approach of saying 
it is $5 billion the Federal Gov ernment would have collected if it had 
not been given to charities; it is money that belongs to the Federal 
Government that somebody has taken away from it by some tax 
loophole. 

Mr. WetnMANN. There is no such idea, Mr. Meader. It is not $5 
billion. Your $5 billion is the contributions themselves on which 
taxes would be payable, so that the loss would be much lower. But 
it is still true that those contributors who itemize their deductions 
can deduct from the tax base the contributions which they make to 
charitable and educational, and so forth, institutions, and in that re- 
spect the Federal income tax revenue is diminished. 

Mr. Meaper. I just do not like the idea that the money belonged 
to the Government and somebody is taking it away from it. It be- 
longs to the individual. He is not required to pay it into the Gov- 
ernment the way our tax laws are drafted. 

I am just talking about a point of view that I kind of resent the 
implication that somebody has taken some money away from the 
Government. 

Mr. WetnmAnn. There is nosuch implication intended. 

Mr. Mappen. One final sentence with regard to this organization 
and Mr. Harold Keats. I think it would be appropriate to borrow 
the phrase from several well-known authorities and say, “Perhaps as 
you say Mr. Keats has been imprudent, but they needed him.” 

Mrs. Broyum.. Mr. Chairman, I hope in fairness to the 114 mil- 
lion epileptics in the Nation you will make a closing statement at the 
end of these hearings that will say our organization is a worthy one, 
doing the best job they know how to do in the sorely needed field ‘where 
public information and education is needed, to help erase the stigma 
attached to the affliction, so that the public can be educated to accept 
the epileptic as such in our society; and that no inference should be 
drawn that would reflect on the honesty and sincerity of our organi- 
zation founded upon Christian prine iples. 

Thank you, sir. 

Mr. Biarnig. Mrs. Broyhill I am certainly in agreement with the 
statement you make. It is not the intention here to reflect. upon your 
organization, and certainly not upon the fine people and the witnesses 
who have been here before us, who are the heads of the association. 
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This is a difficult problem to approach and yet it is one that has been 
far too long neglected. We regard this whole matter as a public 
trust. The Government wants to cooperate and participate by giv- 
ing these advantages of tax deductions which are absolutely justifia- 
ble, and the benefits of the postal services. 

If I may quickly review, we have been trying to get into this very 
difficult area without trying to cause any reflection on your organiza- 
tion. That is the last thing certainly the Chair would think of. Yet 
we feel we have to move into it and spotlight the operations of people 
who are using the benefits of Federal concessions and Federal as- 
sistance and using the good will, and the good and open hearts and 
abilities of people s such as you fora purely personal advantage. 

Initially, if I may summarize in broader terms, we he: ard testimony 
before this subcommittee on the high cost of charitable solicitation in 
terms of Government revenue. Testimony was also received on the 
findings of the New York State Legislature regarding abuses and 
waste in philanthropy. The Navec story, developed by another House 
committee, was laid before this subcommittee. That was the Veterans’ 
Affairs Committee of the House which dev eloped it earlier. The fund 

raiser for these organizations turned out to be the fund raiser for this 
organization. In most of these instances the privileges which the 
Government grants to encourage philanthropy were shown to have 
been abused and the public trust breached. 

We then proceeded to the case study of the Federal Association for 
Epilepsy. It soon became apparent that the issue here hinged on a 
question of accounting allocations. If one assessed at zero the educa- 
tional value of the materials sent out, and regarded them as pure 
fund raising, then the fund-raising cost amounted to roughly 60 
percent as I said earlier, which is a high cost. 

If one assessed the value of the materials sent out by the association 
as 54 percent education and 46 percent fund raising, as the association 
witnesses stated yesterday, then the fund-raising cost is reduced to 
28 percent. 

That this question is not an easy one is highlighted by the difficulty 
that the association itself experienced in choosing an allocation ratio. 
At least three very different sets of figures were developed for the 
same period, to wit: In the treasurer’s report, in the auditor’s report, 
and in yesterday’s statement before this subcommittee. It is difficult 
to reconcile those three different sets of figures. 

In the absence of accepted principles of ace ounting the payments 
under the Keats contract, which relates to fund raising, were allocated 
by the association in yesterday’s testimony as three parts to education 
and one to fund raising. The association’s accountant had allocated 
all of it to education. 

The cost of the “bright penny” letter, which was read into the record 
(see p. 51), was similarly allocated. Even the unordered merchan- 
dise item, consisting of sheets of assorted household labels and bearing 
at the bottom of the sheet the association’s name and slogan, was allo- 
cated 20 percent to education. 

Of course, it was not our purpose here to criticize FAE at all, Mrs. 
Broyhill, but rather to point up the urgent need for accounting stand- 
ards which would enable the executive » departments within our juris- 
diction to determine whether the stated charitable purposes are being 
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carried out. At the same time these standards would assist the philan- 
thropies in identifying their costs properly, something the business 
world has long regarded as essential to efficiency. 

I do hepe these he: arings will prove to be helpful not only to your 
association but to other most worthwhile organizations engaged in 
the same charitable and worthwhile areas—needed and necessary areas. 
I hope they will prove as helpful to you and to philanthropy in general 
as I feel that they have been to the subcommittee in helping us better 
to understand what your problems are. You have given us a much 
better picture than we had before the hearings started. 

So I do in closing commend the goals and the objectives. There is 
no one who is more concerned with some of these vital areas of therapy, 
particularly among children, than I as a former schoolteacher and as 
a former student of medicine and as one who has always been inter- 
ested in progress in scientific research and advancements, and in 
making the benefits of the advances made in this scientific technology 
of ours available and accessible to as many of the men, women and 
children of our society as we can, who are afflicted by these many 
cr ippling diseases which are still a pl: iue upon us. 

So on behalf of this subcommittee, Mrs. Broyhill, Mr. Madden, your 
counsel, Mr. Babbitt and Mr. Migliaro, and the other representatives 
of the association, I want to express our appreciation to you for your 
cooperation and assistance during these hearings. 

If there are no further questions or comments—Mr. Meader. 

Mr. Meaper. No, I do not think I care to make a comment. 

Mr. Buarnix. Mr. P lapinger, we had the question of the insertion 
of documents and evidence to follow along in more or less logical 
order in order to help give continuity to the record of the hearing. 
Did you want to say anything i in that regard ? 

Mr. Prarincer. Mr. Chairman, I would appreciate it if the staff 
were directed, as it has been in the past, to make appropriate insertions 
at places in the record from the financial records and of the results of 
our own audit where it is referred to in the text of the record. 

Mr. Biatrnix. Which is customary procedure. Without objection 
it is so ordered. The Chair would like to make a special reference 
to the assistance of representatives of the General Accounting Office. 
We had earlier a Mr. Charles Callahan who did the work for the 
Veterans’ Affairs Committee of the House dealing with the veterans 
charitable organizations. When Mr. Callahan left we had taking his 
place, Mr. Angelo Zanger who gave us an sndid assistance. 

I have a letter here which I have drafted to be sent to the Honorable 
Joseph Campbell, Comptroller General of the United States, express- 
ing the appreciation of the Chair and the committee for the valuable 
assistance of these two men. I would like to insert the letter in the 
record at this point and have permission to send it to the Comptroller 
General. Without objection it will be done at this point. 

(The letter referred to is as follows :) 

JULY 9, 1958. 
Hon. JOSEPH CAMPBELL, 
Comptroller General of the United States, 
General Accounting Office, 
Washington, D. C. 

DeaR MR. CAMPBELL: I want to express the appreciation of the subcommittee 
for making the services of Mr. Charles Callahan and Mr. Angelo Zanger of your 
staff available to us in connection with our examination into Government activi- 
ties having responsibilities in the field of philanthropies. 
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Mr. Callahan was of great assistance to us, especially after his broad ex- 
periences with the Veterans’ Affairs Committee. Because of a previous com- 
mitment for Mr. Callahan’s services, Mr. Zanger was assigned to us during the 
latter part of May to continue the work. The work of Mr. Zanger was of tre- 
mendous assistance to the subcommittee. Without his willing cooperation, con- 
tinued interest, and devotion to duty, our hearings would have been well nigh 
impossible to hold. 


Mr. Zanger gladly worked evenings and Sundays in order to finish the job 
and in addition, on his own time, did background reading to round out his 
knowledge on the particular subject of charitable solicitations. 

It certainly must be reassuring to you, as head of your great organization, to 
have men of the caliber of Messrs. Callahan and Zanger. 

Sincerely yours, 
JOHN A. BLATNIK, 
Chairman. 

Mr. Buarnix. Are there any further questions or comments ? 

Mr. Mappen. On behalf of the FAE I surely want to thank you and 
Mr. Meader and Mr. Plapinger and Mr. Weinmann, the counsel, for 
every courtesy that you have shown us. We have surely had every 
opportunity to contribute and also to learn and I feel that we have 
benefited a great deal from these hearings and that you have given 
great help to this young organization. 

Thank you again. 

Mr. Buatnix. Thank you and good luck. The hearings will be ad- 
journed subject to the call of the Chair. 

(Whereupon, at 12 noon, the subcommittee adjourned subject to 
the call of the Chair.) 
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Appendix I. Text of solicitation statutes. 

Appendix II. Text of statutes restricting charitable giving at death. 
Appendix III. Chart showing comparative restrictions on solicitation. 
Appendix IV. Chart showing in detail the comparative restrictions. 


STATE LEGISLATION AFFECTING CHARITABLE SOLICITATION 
Alabama 

Solicitation: No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporations to donate: No specific permission. 
Arizona 

Solicitation: No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporations to donate: No specific permission. 


The survey was placed at the subcommittee’s disposal by the American Alumni Council, 
1785 Massachusetts Avenue NW., Washington, D. C. 
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Arkansas 
Solicitation: No applicable legislation. 
Giving restrictions: No applicable restrictions. 
Power of corporations to donate: Specifically allowed by Ark. Stat., 1940, 
§ 64-112. 
California 
Solicitation: a 

1. Statute: Welfare & Institutions Code, West's Ann. 1956, Chap. 1.7, s. 147 
et seq. 

2. Coverage: Foreign educational institutions are within the scope of 

the law. 
3. Exemptions: Do not include foreign educational institutions 
4. Requirements: On soliciting for the first time an information report 
must be filed ; thereafter, financial reports. 
5. State agency : Department of social welfare. 
Giving restrictions: 
1. Statute: Probate Code, s. 41. 
2. Coverage: Gifts by will only. 

3. When applicable: If certain named relatives survive, and the will was 
made less than 30 days prior to death leaving real or personal property to a 
charitable organization, such bequest or devise shall be invalid. 

If the will was executed more than 30 days prior to death, such bequest 
or devise will be valid, but only to the extent that such charitable bequests 
or devises become equal collectively to one-third of the total estate as against 
certain named relatives, and any excess will be reduced to the one-third 
proportion. However, if the excess amount when reduced would not go to the 
named relatives, the term of the will shall not be affected. 

Power of corporation to donate: Specifically allowed by Corporations Code, 
§ 802 (g). 
Colorado 

Solicitation: No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporations to donate: Specifically allowed by Colorado Rey, Stat. 
§ 31-1-28. 


Connecticut 

































Solicitation : 
1. Statute: General Statutes, 1955 Supp., vol. 2, § 3801—-D. 
2. Coverage: Includes solicitation by educational institutions and alumni. 
3. Exemptions: Groups soliciting solely within their own membership. 
4. Requirements: Registration and the issuance of a certificate are neces- 
y. No financial report nor bond is needed. 
5. State agency: Welfare commissioner. 
Giving restrictions: No applicable restrictions. 
Powers of corporations to donate: Specifically allowed by Gen. Stat. 1955 
Supp. § 2570-D amending Gen. Stat. 5136 


Delaware 


Sa 


Solicitation: No applicable legislation. 

Giving Restrictions: No applicable restrictions. 

Power of corporations to donate: Specifically permitted under Del. Code, Ann. 
§ 8-122 











District of Columbia 
Solicitation: 
1. Statute: 71 Stat. 278. 
2. Coverage: Includes educational solicitation, advertising, and fund 


raising. 










3. Exemptions: Exempts solicitations solely within the membership of 
the group; solicitation by religious organizations, including that for educa- 
tional purposes, and solicitation for the American Red Cross. 

4. Requirements: Registration and the procurement of a certificate are 
necessary. 

5. Agency: The Commissioners of the District of Columbia. 
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tiving restrictions: 
1. Statute: 19-202. 
2. Coverage: Gifts by will to preachers, public teachers or ministers. 
3. When applicable: If the will is executed less than 1 month prior to 


death. 
Power of corporations to donate: Specifically authorized by 29-904 (m) 
Florida 


Solicitations : 
1. Statute: Florida Statutes Annotated, 1956, § 617, 22 (Supp. 1957), 617, 


23, et seq. 


2. Coverage: Includes educational solicitation. 
3. Exemption: Exempts nationally recognized organizations, unless locally 
retaining 50 percent. 
4. Requirements: Registration and the issuance of a permit are required. 
Also annual financial statements must be filed. 
5. Agency: State department of public welfare. 
Giving restrictions: 
1. Statute: Florida Statutes, Annotated, § 731.19. 
2. Coverage: Gifts by will to charitable causes. 
3. When applicable: If the will is executed within 6 months immediately 
before death, and certain named persons survive, then the attempted gift 
shall be invalid. 


Power of corporation to donate: Specifically authorized by Florida Statutes, 
Annotated, § 608.13 (13). 
Georgia 

Solicitation : No applicable legislation. 

Giving restrictions: 

1. Statute: Georgia Code, Annotated, § 113-107. 

2. Coverage : Gifts by will to charitable causes. 

3. When applicable: If the testator is survived by the spouse and/or chil- 
dren, and the will is executed less than 90 days prior to death, or being 
properly executed, passes over one-third of the estate, such gift to the 
charitable cause will be voidable if the named parties desire to object do it. 

Power of corporation to donate: Specifically authorized by Georgia Code, 
Annotated, 22-728. 
Idaho 

Solicitation : No applicable legislation. 

Giving restrictions : 

1. Statute: Idaho Code, 14-3826. 

2. Coverage: Gifts by will to charitable causes. 

3. When applicable: If the will is executed less than 30 days prior to 
death, the attempted gift shall be void. If the will is executed more than 
30 days prior to death, but such gifts collectively exceed one-third of the 
estate, and lineal descendants of the testator survive, and such descendants 
would benefit by the reduction of the charitable gift, then such gift shall be 
reduced pro rata in the amount that they exceed one-third of the estate. 

Power of corporation to donate: No statutory authority. 
Illinois 

Solicitation : No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporation to donate: Illinois Annotated Statutes, c. 32, s. 157.5 (m). 
Indiana 




































Solicitation : No applicable legislation. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Indiana Statutes, 
25-211 (b), but subject to certain limitations specified therein. 
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Iowa 
Solicitations : 

1. Statute: Iowa Code Annotated, 1949, § 122.1 et seq. 

2. Coverage: Includes educational solicitation. 

3. Exemptions: Do not exempt educational institutions. 

4. Requirements: Registration and the issuance of a permit are required. 
An annual financial report must also be filed. 

5. Agency: Secretary of State. 

Giving restrictions: 

1. Statute: Lowa Code, Annotated, 633.3. 

2. Coverage : Gifts by will to charitable causes. 

3. When applicable: If the spouse, child or its lineal descendants, or the 
parents of the testator survive, gifts to charitable cause may not exceed one- 
fourth of the estate after the payment of debts. 

Power of corporations to donate: No specific permission. 


Kansas 


Solicitation : 
1. Statute: General Statutes, 1949, § 17-1706; 1957 Supp., § 17-1707, 
§ 17-1708. 
2. Coverage: Includes educational solicitation. 
3. Exemptions: Only exclude solicitation confined to one county. 
4. Requirements: A copy of the institution’s charter must be filed and a 
certificate must be issued. No financial report is required. 
5. Agency: Executive director, State department of administration. 
Giving restrictions: No applicable restrictions. 
Power of corporation to donate: Specifically authorized by General Statutes, 
17-3009. 


Kentucky 

Solicitation : No applicable legislation. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Kentucky Revised 
Statutes, section 271-125 (13). 
Louisiana 

Solicitation: No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Louisiana Stat- 
utes, Annotated, section 9-2280, but subject to certain limitations as imposed by 
that section. 


Maine 
Solicitation : 
1. Statute: Revised Statutes, 1954 (1957 supplement), § 274—A, et seq. 
2. Coverage: Includes educational solicitation only when paid solicitors are 
utilized. 
3. Exemptions: None. 
4. Requirements: License only. 
5. Agency : Department of health and welfare. 
Giving restrictions : No applicable restrictions. 
Power of corporation to donate: Specifically authorized by Revised Statutes of 
Maine, section 53-16. 
Maryland 
Solicitation : No applicable legislation. 
Giving restrictions : No applicable restrictions. 
Power of corporation to donate: Specifically authorized by section 23-9 of the 
Maryland Code. 
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Massachusetts 
Solicitation : 

1. Statute: Annotated Law, 1953, ch. 68, § 16, et seq. 

2. Coverage: Includes educational solicitation. 

3. Exemptions: Solicitations solely among members are exempt, and for 
other solicitation foreign educational institutions may be exempted by prov- 
ing that they are exempt from Federal income tax and on providing their 
most recent financial statement. 

4. Requirements: Registration and information reports, which in their con- 
tents include financial statements, 

5. Agency : Attorney general. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Massachusetts 
Annotated Laws, chapter 155, section 12 (¢c), but with some limitation on 
amount and source of the donation. 


Michigan 


Solicitations : 
1. Statute: Michigan Statutes Annotated, ch. 147, § 16.71 et seq. 
2. Coverage: Includes educational solicitation and other fund raising by 
sales, ete. 
3. Exemptions: Do not exempt educational institutions. 
4. Requirements: A license is required. No financial reports as such are 
needed. 
5. Agency: Director, State welfare department. 
Giving restrictions : No applicable restrictions. 
Power of corporation to donate: Specifically authorized by Michigan Statutes 
Annotated, sec. 21-10 (1). 


Minnesota 
Solicitation : No applicable legislation. 
Giving restrictions : No applicable restrictions. 


Power of corporation to donate: Specifically authorized by Minnesota Stat- 
utes Annotated, section 300.66. 
Mississippi 

Solicitation : No applicable legislation. 

tiving restrictions: 

1. Statute: Mississippi Code, 1942, section 671. 

2. Coverage: Gifts by will to charitable causes. 

3. When applicable: If the will was executed less than 90 days prior to 
death, or if the spouse or child survives and the charitable gifts exceed one- 
third of the estate, then the gift shall be invalid. 

Holding restriction : 

1. Statute : Mississippi Code, 1942, section 671. 

2. Application: The charitable recipient of a devise of realty may only 
hold the devised estate for 10 years, during which time it may sell the realty 
and give full title, but in the event that such property is held for 10 years it 
shall revert to the persons who would be entitled to it from the testator’s 
estate. 

Power of corporation to donate: Specifically authorized by Mississippi Code, 


1942, section 5325.7, but with the limits therein set forth on the permissible source 
of the funds. 


Missouri 
Solicitation : No applicable legislation. 
Giving restrictions : No applicable restrictions. 


Power of corporation to donate: Specifically authorized by Missouri Statutes, 
section 351.385. 
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Montana 
Solicitation : No applicable legislation. 
Giving restrictions: 

1. Statute: Revised Code, 1947, section 91-142. 

2. Coverage: Gifts by will to charitable causes. 

3. When applicable: If the gift(s) exceed one-third of the estate, then the 
will must have been executed more than 30 days prior to the death of the 
testator, but if it were not, then only the excess amount will be avoided, and 

the gift of one-third will be valid. 
Power of corporation to donate: No specific permission. 
Nebraska 
1. Statute: Revised Statutes, 1943, § 28-1401 et seq. 
2. Coverage: Includes educational solicitors. 
3. Exemptions: Do not exempt educational institutions. 
4. Requirements: Licenses are required. Financial reports are not. 
5. Agency: Secretary of State. 
Giving restrictions : No applicable restrictions. 
Power of corporation to donate: Specifically authorized by Revised Statutes, 
19438, section 21-1, 165. 
Nevada 
Solicitation: 

1. Statute: Nevada Revised Statutes, § 86.190. 

2. Coverage: Each national charitable organization and each statewide 
charitable organization which is operating in the State and receives its 
major support from public donations. 

3. Exemptions: None. 

4. Requirements: Financial report, annually. 

5. Agency: Secretary of state. 

Giving restrictions: No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Nevada Revisea 
Statutes, sec. 78.070 (7). 
New Hampshire 

Solicitation : 

1. Statute: New Hampshire Revised Statutes, Annotated, 1955-56, 320: 
20 et seq. 

2. Coverage: Includes educational solicitation. 

3. Exemptions: Do not exempt educational institutions from out of State. 

4. Requirements: Authorization to solicit is required. Financial state- 
ments are not. 

5. Agency : Commissioncr of public welfare. 

Gift restrictions: No applicable restrictions. 

Power of corporation to donate: Specifically authorized by New Hampshire 
Revised Statutes Annotated, 294: 4 (VIIT). 
New Jersey 

Solicitation : No applicable legislation. However, § 2A: 111-28, N.J.S.A. (1957 
Supp.), should be noted which makes illegal misrepresentation of the identity or 
affiliation of the group for whose benefit the solicitation is made, and following 
sections which make illegal the solicitation on behalf of a fictitious or nonexistent 
organization. 

Giving restrictions: No applicable restrictions. 

Power of corporation to donate: Specifically authorized by New Jersey Statutes 
Annotated, sec. 14: 3-13, subject to specified limitations. 
New Mezico 

Solicitation : 

1. Statute: New Mexico Statutes, Ann. 1957 Supp., 51-20 et seq. 

2. Coverage: Includes educational solicitation. 

3. Exemptions: Educational institutions when confining solicitation to 
members. 

4. Requirements: Registration and financial reports are required. If 
paid fund raisers are used, they must comply with additional requirements. 

5. Agency: Department of public welfare. 

Giving restrictions: No applicable restrictions. 
Power of corporation to donate: Specifically authorized by New Mexico 
Statutes, 1953, sec. 51-2-2 (VIII). 
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New York 
Solicitation : 

1. Statute: Consolidated Laws of New York, Annotated, Social Welfare 
Law, 1958 Supp., § 481 et seq. 

2. Coverage: Includes educational solicitation. 

3. Exemptions: Under section 482-a, as amended, it seems possible for 
educational institutions to secure exemptions, if, there is acceptance of 
accreditation by an accrediting body recognized by the State education 
department, or, if the solicitation is confined to the membership of the in- 
stitution and its alumni, and if in either case, the institution annually files 
its financial report with the State education. department. 

4. Requirements: Registration and annual financial reports are required. 
If paid solicitors are employed, other requirements are set forth for them 
to comply with also. 

5. Agency: Department of social welfare (with respect to the registra- 
tion) State department of education (with respect to the exemption). 

Giving restrictions : 

1. Statute: Consolidated Laws of New York, Decedents Estates, § 17. 

2. Coverage: Gifts by will to charitable causes. 

3. When applicable: If the wife, children, or their descendants, or the 
parents survive, then no more than one-half of the estate after debts may 
be given in charitable gifts. 

Power of corporation to donate: Specifically authorized by Consolidated Laws 
of New York, General Corporation Law, section 34. 
North Carolina 

Solicitation : 

1. Statute: General Statutes, 180-80. 

2. Coverage: Includes educational solicitation or sales. 

3. Exemptions: Educational institutions are not exempted. 

4. Requirements: Registration and licenses are required. Financial state- 
ments are not. 

5. Agency: State board of welfare. 

Giving restrictions: No applicable legislation. 

Power of corporation to donate: Specifically authorized by General Statutes, 
55-17. 
North Dakota 

Solicitation : 

1. Statute: North Dakota Revised Code, 50-1501 et seq. 

2. Coverage: Anyone soliciting for a foreign orphan asylum, rescue home, 
hospital, or similar charity. 

3. Exemptions: None. 

4. Requirements: Registration and license are needed. No financial re- 
ports are required. 

5. Agency: Public welfare board. 

Giving restrictions: No applicable legislation. 

Power of corporation to donate: Specifically authorized by 1957, Laws of 
North Dakota, chapter 102, section 4 (13), page 115. 
Ohio 

Solicitation : 

1. Statute: Ohio Revised Code, Ann., 1957 Supp., § 1716.01 et seq. 

2. Coverage: Includes educational solicitation. 

3. Exemptions: Solicitations solely within the membership are exempt. 

4. Requirements: Registration and annual financial reports are required. 
Additional requirements are set for the use of paid solicitors. 

5. Agency: Attorney general. 

Giving restrictions: 

1. Statute : Ohio Revised Code, § 2107.06. 

2. Coverage: Gifts by will to charitable causes. 

3. When applicable: If the issue, or adopted children, or the descendants 
of either survive, then the will must have been executed more than 1 year 
prior to the death of the testator or the charitable gifts shall be invalid. 


Power of corporation to donate: Specifically authorized by Ohio Revised Code, 
§ 1701.13 (d). 


81092—58——_12 
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Oklahoma 


Solicitation : 
1. Statute: Oklahoma Statutes, Annotated, 1957 Supp., Ch. 18, §$ 551.1 
et seq. 


2. Coverage: Includes educational solicitation. 
3. Exemptions: Solicitations solely within the membership are exempt. 
4. Requirements: Registration and financial reports, both annual and 
special are required. 
5. Agency: Secretary of state. 
Giving restrictions : No applicable restrictions. 
Power of corporation to donate: Specifically authorized by Oklahoma Stat- 
utes, Annotated, chapter 18, sections 1-19. 


Oregon 
Solicitation : 
1. Statute : Oregon Revised Statutes, 61.710 et seq. 
2. Coverage: Includes edueational solicitation. 
3. Exemptions: Educational institutions soliciting funds solely for the 
use of the institution are exempt. 
4. Requirements: Financial reports only are required, and these on an 
annual basis. 
5. Agency: County clerk of the county where solicitation was made. 
Giving restrictions : No applicable restrictions. 
Power of corporation to donate: Specifically authorized by Oregon Revised 
Statutes, 57.030 (13). 


Pennsylvania 
Solicitation : 
1. Statute: Purdon’s Pennsylvania Statutes, Annotated, 1957 Supp., §§ 141 
et seq. 


2. Coverage: Includes educational solicitations. 
3. Exemptions: Educational institutions or alumni groups soliciting 
funds for fellowships or scholarships are exempted. 
4. Requirements: Certificates of registration are required. The statute 
is so drawn as to permit financial reports to be required from time to time. 
5. Agency: Department of state. 
Giving restrictions: 
1. Statute: Pennsylvania Statutes, Annotated, Wills, § 195; Charities 
and Welfare, § 17. 
2. Coverage: Gifts by will to charitable causes, or promises to contribute 
to charitable causes. 
3. When applicable: If the will was executed less than 30 days prior to 
death, such charitable gifts shall be void. 
If promises to contribute to charitable causes are made within 30 days 
prior to death, they shall be unenforcible. 
Power of corporation to donate: Specifically authorized by Pennsylvania 
Statutes, Annotated, 15-716. 


Rhode Island 

Solicitation: No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporation to donate: Specifically authorized by General Laws, 
§ 7-9-8, with the limitations therein set forth. 
South Carolina 

Solicitation : No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporation to donate: No specific permission. 
South Dakota 

Solicitation: No applicable legislation. 


Giving restrictions: No applicable restrictions. 
Power of corporation to donate: No specific permission. 
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Tennessee 


Solicitation: No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Tennessee Code, 
Annotated, § 48-705, as limited therein. 


Teras 

Solicitation: No applicable legislation. 

Giving restrictions: No applicable restrictions. 

Power of corporation to donate: Specifically authorized by T. A. T. 8., Busi- 
ness Corporation Act, article 2.02 (14). 
Utah 

Solicitation : 

1. Statute: Utah Code, Annotated, vol. 8, 1957 Supp., §§ 76—-764-1 et seq. 

2. Coverage: Anyone using the name of another in solicitation of funds 
for charitable purposes. 

3. Exemptions : Educational institutions are not exempted. 

4. Requirements: Written consent of the persons whose names are used in 
any way, including on stationery, advertisements, brochures, or correspond- 
ence, or if he is asserted to have contributed to, sponsored or endorsed the 
charity. 

5. Agency : None. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Utah Code, Anno- 
tated, section 16—2-14. 
Vermont 

Solicitation : No applicable legislation. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by 1955, Laws of Ver- 
mont. No. 81, page 67, 68, and limited as specified therein. 
Virginia 

Solicitation : No applicable legislation. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Code of Virginia, 
1950, section 13.1-8 (m). 
Washington 

Solicitation : No applicable legislation. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Revised Code, sec- 
tions 23.46.010 and 23.46.020. 
West Virginia 

Solicitation : No applicable legislation. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by West Virginia Code, 
1955, section 3015. 
Wisconsin 

Solicitation : No applicable legislation. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate: Specifically authorized by Wisconsin Statutes, 
Annotated, section 180.04 (12). 
Wuoming 

Solicitation : No applicable legislation. 

Giving restrictions : No applicable restrictions. 

Power of corporation to donate : No specific permission. 


APPENDIX I 
STATuTeES RSLKICTING SOLICITATIONS OF CHARITABLE CONTRIBUTIONS 


{labama 


There is no applicable legislation. 
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Arizona 

There is no applicable legislation. 
Arkansas 

There is no applicable legislation. 
California 

Welfare and Institutions Code, West’s, Ann., 1956, Chap. 1.7, § 147—147.6. 

§147 Scope of Chapter. Except as provided in § 147.1, this chapter shall 
be applicable to any person, nonprofit corporation or voluntary unincorporated 
association, soliciting charitable contributions in this state where the value of 
what is solicited may exceed twenty-five thousand dollars ($25,000) per annum. 
Contributions solicited for political purposes or for the purpose of influencing 
legislation, shall not be deemed to be charitable contributions within the meaning 
of this chapter. 

§ 147.1 Exceptions. This chapter does not apply to (1) a church or organiza- 
tion of churches of any denomination, or any nonprofit agency duly constituted 
by a church, churches, or denominations, to carry on religious education, inter- 
denominational operations or the like, (2) an institution of learning authorized 
by the state to grant degrees, (3) a hospital licensed by the state, (4) any in- 
stitution licensed by the Department of Social Welfare. 

§ 147.2. Annual Audit; Filing. 

(a) Persons subject to chapter: Any person, nonprofit corporation or volun- 
tary unincorporated association to which this chapter is applicable shall file 
annually with the Department of Social Welfare a copy of an audit of its books 
and other financial records certified by a public accountant holding a permit to 
practice public accountancy issued by the State Board of Accountancy to certified 
public accountants and to registered public accountants or by a certified public 
accountant of any other state. 

(b) Persons transferring funds outside state: Any person, nonprofit corpora- 
tion or voluntary unincorporated association to which this chapter is applicable 
and which transfers to an employer, or affiliated or parent organization outside 
this state more than 5 percent of the funds collected within this state shall also 
file annually with the Department of Social Welfare a certified copy of an audit 
by a public accountant holding a permit to practice public accountancy issued by 
the State Board of Accountancy to certified public accountants and to registered 
public accountants or by a certified public accountant of any other state of the 
books and other financial records of such employer, or affiliated or parent 
organization. 

(c) Persons not soliciting during preceding year: Any person, nonprofit cor- 
poration or voluntary unincorporated association which has not solicited chari- 
table contributions during the preceding year shall file with the department a 
statement showing (1) the purpose of the solicitation and use of the contribution 
to be solicited, (2) a specific statement supported by reasons and, if available, 
figures, showing the need for the contribution proposed to be solicited, (8) the 
character of such solicitation and how it will be made or conducted, (4) the ex- 
penses of the solicitation, including salaries and other items, if any, regardless of 
from what funds such expenses are payable, (5) what portion of the contributions 
collected as a result of the solicitation will remain available for application to the 
specific purposes declared in the notice of intention as the object of the solicita- 
tion, (6) the names and addresses of the officers and directors of any nonprofit 
corporation or voluntary unincorporated association for which the solicitation is 
proposed to be made, (7) a copy of the resolution, if any, of any such body author- 
izing such solicitation, certified to as a true and correct copy of the original ot 
such resolution by the officer of such body having charge of the records thereof, 
(8) a statement that the signers of such notice have read and are familiar with 
the provisions of this chapter and will require all solicitors engaged in such 
solicitation to read and be familiar with all sections of this chapter prior to 
making any such solicitation. 

§ 147.3. Public Records. 

The copies of the audits required to be filed with the Department of Social 
Welfare pursuant to this chapter shall be public records and any citizen may 
procure from the department a certified copy thereof upon payment of the fees 
prescribed by law. 

§ 147.4 Violation ; Misdemeanor. 

A violation of any provision of this chapter is a misdemeanor. 
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147.5 Copy of audit or statement. 

Any person, nonprofit corporation, or voluntary unincorporated association 
required to file an audit with the Department of Social Welfare pursuant to sub- 
section A of § 147.2, or a statement with the State Department of Social Welfare 
pursuant to subsection B of § 147.2 shall furnish without charge to any person 
upon demand a copy of such audit or statement. 

§ 147.6 Exemptions. 

The provisions of this chapter are not applicable to any person, nonprofit 
corporation, or voluntary unincorporated association required by the provisions of 
any county, city and county or city ordinance to file with local authorities 
audits or statements substantially the same as the audit or statement required 
by § 147.2, if such local ordinance also provides that the person, nonprofit cor- 
poration or voluntary unincorporated association shall also furnish free of charge 
a copy of such audits or statements to any person upon demand. 

Colorado 

There is no applicable legislation. 
Connecticut 

1955 Supplement to the General Statutes, Vol. 2. § 3301—D, Soliciting for 
Philanthropic Purposes. 

No person shall solicit money, services, or subscriptions or any other valuable 
thing for any alleged charitable or philanthropic cause, from other than a 
member of the organization for whose benefit such person is soliciting or within 
the county in which such person or organization is located, unless such cause 
shall have been approved by the Welfare Commissioner. Upon application of 
any person in behalf of such cause, the Welfare Commissioner shall determine 
whether such cause is a bona fide object of charity or philanthropy and con- 
forms to reasonable standards of efficiency and integrity, and if he shall so 
find, shall approve the same and issue to the authority in charge a certificate 
to that effect. Such certificate may be revoked at any time. Any person violat- 
ing any provision of this section shall be fined not more than one hundred 
doHars or imprisoned not more than 30 days or both. 

(This amends § 8606 of the General Statutes. ) 





Delaware 


There is no applicable statute. It should be noted, however, that § 2116 of 
Title 31 of the Delaware Code, Ann., 1956 Supp., does control solicitation of pub- 
lic donations for the blind; however, that is the extent of the seope of this 
section. 


District of Columbia 

(See addendum p. 208.) 

Florida 

Florida Statutes, Ann., 1957 Supp., § 617.22. Solicitation for Charitable Pur- 
poses: permit required. No nonprofit corporation, organization or association 
shall solicit funds or anything of value for charitable purposes in any county in 
this state unless a permit shall have been secured from the clerk of the Cireuit 
Court where such solicitation is made; provided this requirement shall not 
apply to any nationally recognized organization or association except those who 
retain locally 50 percent, or better of funds solicited, or any church organiza- 
tion, or any child welfare agency duly licensed by and subject to the rules and 
regulations of the State Department of Public Welfare of this state, pursuant 
to § 409.05, provided such child welfare agency files an annual report with the 
Secretary of State showing total receipts and disbursements. 

Florida Statutes, Ann., 1956, § 617.23 Application for and issuance of permit. 

(1) Any nonprofit corporation, organization or association desiring to solicit 
funds or anything of value for charitable purposes in any county in this state 
shall make application for permit to the clerk of the Circuit Court. The appli- 
cation for permit shall bear the name and address of the applicant, its board of 
directors, its president and secretary, the place and type of proposed solicitation 
and the proposed use of the receipts from said solicitation. 

(2) If the applicant is found to be responsible the clerk of Circuit Court shall 
issue without charge a written permit which shall set forth the name and the 
address of the holder, the purpose of the solicitation and the names of the 
persons responsible for its conduct. All permits required under § 617.22 shall 
be renewable on January 1st of each year. 
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§ 617.24 Certified Financial Statement. 

On or before January 1 of each year every holder of a permit issued unde1 
§§ 617.22, 617.23 shall file with the clerk of Circuit Court an annual certified 
statement which shall set forth its total receipts from solicitations, and an 
itemized list of all salaries or wages paid and other expenses paid by it. 

§ 617.25 Violations of $§ 617.22-617.24; penalty. 

Any corporation, organization, or association soliciting funds without permit 
or not filing statements required by §§ 617.22-617.24 is guilty of a misdemeanor 
and shall be punished by a fine not to exceed five hundred dollars or imprison- 
ment in the county jail for not more than six months, or by both fine and 
imprisonment. 


Georgia 

There is no applicable legislation. 
Idaho 

There is no applicable legislation. 
Illinois 


Smith-Hurd, Ann. Stats., 1957 Supplement. 

There is no applicable legislation, but note the following provision : 

§ 254.1. Obtaining funds for organization or person by using false name 1 
another’s name without consent. 

Whoever solicits, obtains, or attempts to obtain funds on behalf of any organ- 
ization or person by using a false name or the name of another person without 
the consent of that person in writing with intent to defraud shall, upon con- 
viction thereof, be subject to imprisonment in the county jail for not more than 
one year for the first offense and, upon conviction for a second and each sub- 
sequent offense, shall be subject to imprisonment in the penitentiary for not less 
than one year nor more than ten years. 


Indiana 


Annotated Statutes 1933, 1942 Replacement Volume. 

There is no applicable legislation, but note the following provision : 

§ 10-2111. Soliciting charity—False representations.—Any person engaged in 
practicing or attempting any trick or device to solicit or procure money or any- 
thing of value, or any person engaged in soliciting or procuring, attempting tv 
solicit or procure money or anything of value, if falsely pretending or representing 
himself to be blind, deaf, dumb, without legs or arms, or to be otherwise physically 
deficient, or to be suffering from any physical defect or infirmity, shall be held 
a reasonable time for identification by official information from the county or 
township where he has legal residence, and he shall be punished, upon conviction, 
by imprisonment in the county jail not less than one [1] month nor more than 
six [6] months, or by a fine of not less than ten dollars [$10.00] nor more than 
two hundred doHars [$200], or by both fine and imprisonment. 
lowa 

Code Annotated, 1949, § 122.1 Conditions. 

No organization, institution, or charitable association, either directly or 
through agents or representatives, shall solicit public donations in this state, un- 
less it be a corporation duly incorporated under the laws of this state or author- 
ized to do business in this state; has first obtained a permit therefor from the 
Secretary of State; and has filed with the Secretary of State a surety company 
bond in the sum of one thousand dollars, running to the state and conditioned 
that the applicant will devote all donations directly to the purpose stated and 
for which the donations were given, and will otherwise comply with the laws 
of this state and the requirements of the Secretary of State in regard thereto. 
The Secretary of State shall have full discretion as to whom he will issue 
permits, and shall satisfy himself before issuing any such permit that the 
applicant is reputable and that the purposes for which donations from the public 
are to be solicited are legitimate and worthy. (See also opinions of the Attorney 
General, 1940, pg. 3.) 

$122.2 Fees. 

The Secretary of State shall collect a fee of one dollar ($1.00) for each such 
permit issued. Such a permit will authorize the applicant therefor, either 
directly or through its agents or representatives, to solicit public donations in 
any county, city, or township in this state, subject, however, to such restrictions 
as the Secretary of State may prescribe. 
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§ 122.3 Revocation of Permit. 

Said permit shall expire annually on the 31st day of December following the 
date of issuance, or it may be suspended or revoked at any time at the discretion 
of the Secretary of State when in his judgment the authority vested therein is 
abused or the transactions consummated thereunder are not in conformity with 
the intent and purpose of this chapter. 

§ 122.4 Exceptions. 

Nothing in this chapter, however, shall be construed to prohibit any person 
as representative or agent of any local organization, church, school or any recog- 
nized society or branch of any church or school, from publicly soliciting funds or 
donations from within the county in which such person resides, or such church, 
school, institution, organization, or charitable association is located, or within 
an adjoining county if such residence or location is within six miles of such ad- 
joining county. Any such organized institution or charitable association having 
a permit under the provisions of this chapter shall file an annual report with the 
Secretary of State during the month of December of each year, which report 
shall contain the following information: (1) The names and postoffice addresses 
of its officers, and whether any change has been made during the year previous 
to making such report, (2) a detailed statement of all moneys received during 
the year previous to making such report, (3) a detailed statement of moneys 
disbursed during the year previous to making said report, and for what purpose. 
At the time of filing this annual report said organization, institution, or charitable 
association shall pay to the Secretary of State a filing fee in the sum of two 
dollars ($2.00). 

§122.5 Enforcement. 

The Secretary of State shall enforce the provisions of this chapter and may Call 
to his aid the Attorney General, the County Attorney of any county, any peace 
officer in the State, for the purpose of investigation and prosecution. He may 
call upon the Extension Division of the State University of Iowa and the Board 
of Control of state institutions for assistance. 

§ 122.6 Violations. 

Any person who shall violate the provisions of this chapter or who shall solicit 
funds without a permit, or if under a permit thereafter divert the same to pur- 
poses other than for which said donations were contributed, shall be deemed 
guilty of a misdemeanor and upon conviction shall be punished by a fine of not 
more than one-hundred dollars ($100.00) or by imprisonment in the County jail 
for not to exceed thirty days. 


Kansas 


Kansas General Statutes, 1949, § 17-1706. Requirements of charitable or 
benevolent institution proposing to solicit in more than one county. 

That all charitable or benevolent institutions proposing to solicit in more than 
one county within the state of Kansas funds for the maintenance thereof, must 
be incorporated, (1) under the laws of the state of Kansas, or, (2) under the 
laws of another state or nation, and when not incorporated under the laws of 
the state of Kansas a certified copy of its charter must be filed with the secretary 
of state of Kansas (L. 1911, ch. 132, § 1; April 8; R. S. 1923, § 17-1706). 

General Statutes of Kansas, 1949, 1957 supplement, § 17-1707. Soliciting funds 
by certain institutions; certificate of executive director of department of admin- 
istration. Before any such institution by its officers, agents, or solicitors shall 
solicit such funds within more than one county in the State of Kansas, its 
charter and its general standing and purposes shall be carefully examined by the 
executive director of the State Department of Administration and a certificate 
granting the privilege of so soliciting throughout the State of Kansas issued 
by said executive director, but said executive director may refuse in his discre- 
tion to grant such certificate if in his judgment there is no necessity nor general 
demand for such an institution, or for any other reason satisfactory to said 
executive director. 

General Statutes, 1957 Supp., § 17-1708. Same; exhibition of certificate. 

Each and every officer, agent, or solicitor of such institutions shall, when 
soliciting funds within the State of Kansas, exhibit to the person soliciting 
either the original certificate issued by the executive director of the State 
Department of Administration or a certified copy thereof. 
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Kentucky 

3aldwin’s Kentucky Revised Statutes, Ann., 1955. 

There is no applicable legislation, but note the following provisions : 

§ 196.250. Charitable organizations not to solicit funds out of county without 
license. 

No charitable organization supported in whole or in part by the state, and no 
representative thereof, shall solicit funds outside the county in which it is 
located, unless a license to do so has been issued to it by the department. 

§ 196.260. Department may investigate charitable organizations. 

(1) The department shall at all times have access to the records, premises 
and buildings of benevolent, charitable or correctional institutions, associations 
or societies that are not directly under its control but which receive state aid, 
and may require from them such information and reports as it deems necessary. 

(2) The proper officials of all such institutions, associations or societies shall 
furnish such information or reports whenever they are called for. 

(3) The department may at any time investigate the management of any such 
benevolent, charitable or correctional institution receiving state aid, and the 
report of such investigation, with the testimony, shall be made to the Governor, 
and shall be submitted by him, with his suggestions, to the General Assembly. 

(4) The authority granted by this section shall not apply to purely educational 
institutions. 


Louisiana 

There is no applicable legislation. 
Maine 

Revised Statutes of Maine, 1954 (1957 supplement), § 274-A. Definitions. 

The following words and phrases as used in §$§ 274-A to 274—D, inclusive, 
shall have the following meanings unless a different meaning is required by 
the context: “Charitable organizations” shall mean any group of benevolent, 
philanthropic, patriotic or eleemosynary persons or persons purporting to be 
such; “Contribution” shall mean the promise or grant of any money or prop- 
erty of any kind or value; “Person” shall mean any individual, oganization, 
group, association, partnership, corporation or any combination of them. ‘“Pro- 
fessional Fund Raiser,” shall mean any person who, for compensation or other 
consideration plans, conducts, manages or carries on any drive or campaign 
in this State for the purposes of soliciting contributions for or on behalf of any 
charitable organization or any other person, or who engages in the business of, 
or holds himself out to persons in this State as independently engaged in the 
business of soliciting contributions for such purpose. A bona fide officer or 
employee of a charitable organization shall not be deemed a professional fund 
raiser. “Professional Solicitor’ shall mean any person who is employed by 
any’ person or charitable organization for compensation or other consideration 
to solicit contributions for charitable purposes from persons in this state. 

§ 274-B. License. 

No professional fund raiser and no professional solicitor shall solicit funds 
for charitable or benevolent purposes outside of the municipalities where such 
persons reside or where such firm, corporation or association has its place of 
business, without having in full force a written license therefore from the 
Department of Health and Welfare. No license shall be granted for a term 
exceeding one year. The department shall grant such license whenever it shall 
be shown to its satisfaction that the person or organization requesting the 
license is reputable and responsible and has suitable facilities for applying 
the funds to the purpose for which they are to be solicited, and that the records 
of such funds and the purpose for which they are used will be properly and ac- 
curately kept. Such license shall be furnished to the licensee without fee or 
charge, and may be revoked by the department whenever in its discretion it seems 
for the best interest of the publie to do so. Application for such a license shall 
contain the following: 1. The name under which the charitable organization in- 
tends to solicit contributions ; 2. The names and addresses of president, secretary 
and treasurer and places where records will be kept ; addresses shall include both 
residence and place of business. 3. The names and addresses of any paid pro- 
fessional fund raisers and paid professional solicitors who act or will act in 
behalf of the charitable organization, together with a statement setting forth 
the terms of the arrangements for salaries, bonuses, commissions or other re- 
muneration to be paid the paid professional fund raisers, and paid or pro- 
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fessional solicitors; 4. The general purpose for which the charitable organization 
is organized; 5. The purpose for which the contributions to be solicited will be 
used ; 6. The period of time during which the solicitation will be made; 7. Such 
other information as may be necessary or appropriate to the public interest or 
for the protection of contributors; 8. The application form and any other docu- 
ments prescribed by the department, shall be signed by the president or other 
authorized officer and the chief fiscal officer of the charitable organization. 

§ 274-C. Out of state organizations. 

Any charitable organization having its principal place of business without the 
state or organized under and by virtue of the laws of a foreign state, or which 
shall solicit contributions from people in this state; shall be deemed to have 
irrevocably appointed the department of Health and Welfare as its agent upon 
whom may be served any summons, subpoena, subpoena duces tecum or other 
process directed to such charitable organization, or any partner, principal, officer 
or director thereof, in any action or proceeding brought by the Attorney General 
under the provisions of §§ 274-A to 274-D, inclusive. 

§274-D. Enforcement and penalties. 

In the event that any solicitation is conducted without the compliance of the 
terms of §§ 274-A to 274-C, inclusive, the department shall have the right to 
enjoin the solicitation and the person concerned shall be punished by a fine of 
not more than five-hundred dollars ($500.00) or by imprisonment for not more 
than 11 months, or by both such fine and imprisonment. 

§ 275. Repealed by public laws 1955, C. 422, 2. 


Maryland 

There is no applicable legislation. 
Massachusetts 

Annotated Laws of Massachusetts, 1953. 


C. 68, § 16. Collection of Funds for Charitable Purposes on Ways, ete., and 
Their Disbursement, Regulated ; Equitable Jurisdiction of Courts.—Every person, 
association or corporation, domestic or foreign, soliciting or collecting by agents 
or solicitors, upon ways or in any other public places within the commonwealth 
to which the public have a right of access, contributions of money for charitable 
purposes or represented to be for such purposes, or receiving any money so 
collected, shall keep a full and true record of the names and addresses of all 
such solicitors and collectors and of the amounts so collected by each, and also 
such a record of all expenditures and disbursements of said money, and the names 
and addresses of all persons to whom expended or disbursed. Said records shall 
include money received from any other source and expended for the purposes 
of such solicitation or collection. All records required hereunder shall be 
open to inspection at all times by the attorney general, and upon demand shall 
be presented to him for inspection. Upon an information in equity brought by 
the attorney general the supreme judicial or superior court may enforce the pro- 
visions of this section and may restrain the soliciting of contributions by or on 
behalf of a person, association or corporation violating its provisions. (1931, 260.) 

1957 Supp., C. 68, § 17. Solicitation of Funds for Charitable or Benevolent Pur- 
poses Regulated; Exceptions ; Penalty.—No person, group of persons, firm, asso- 
ciation or corporation, except as hereinafter provided, shall solicit funds or other 
property for charitable or benevolent purposes until such person, group of per- 
sons, firm, association or corporation shall have provided certain information con- 
cerning such solicitation, as required by the terms of this section, on forms to be 
provided by the office of the attorney general, and filed such information with the 
clerk of each city or town where such solicitation is to be conducted; provided, 
however, that if solicitation is to be conducted in more than one city or town such 
information may be filed with the office of the attorney general instead of with 
such clerks; and provided, further, that if such solicitation is to be conducted by 
paid solicitors such information shall be filed with the clerk of each city or town 
in which paid solicitors are to solicit. The information so filed shall be available 
to the general public as a matter of public record. 

The forms containing said information shall be signed by such person or in 
the case of a group of persons, firm, association or corporation by the principal 
officer of the organization concerned, and shall include (1) the identity of the 
person, group of persons, firm, association or corporation by whom or for whom 
the solicitation is to be conducted ; (2) the address of such person or the address of 
the principal office or headquarters of such group of persons, firm, association 
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or corporation and the names and addresses of the officers thereof; (3) the 
purpose or purposes for which the funds or property solicited are to be used; 
(4) the individual or officer who will have custody of the funds or property re- 
ceived; (5) the person or persons responsible for the distribution thereof; (6) 
the period of time during which such solicitation is to be conducted; (7) a 
description of the method or methods of solicitation in such detail as may from 
time to time be determined by the attorney general; (8) whether such solicitation 
is to be conducted by voluntary unpaid solicitors, by paid solicitors, or both; and 
(9) if in whole or in part by paid solicitors the name and address of the person 
or organization, if any, supplying such solicitors, the basis of payment and the 
nature of the arrangement so as to disclose the actual amount, rate, percentage 
or proportion paid or to be paid to such solicitors. 

In cases where a promoter for compensation is involved, he shall file a signed 
statement on a form to be provided by the office of the attorney general giving 
(1) his name; (2) permanent address and address where he can be reached 
during the solicitation; (3) a description of the method or methods to be em- 
ployed in such solicitation in such detail as may from time to time be determined 
by the attorney general, including the amount, method, rate, percentage or 
proportion of compensation paid or to be paid him; and (4) if such solicitation 
is to be conducted in whole or in part by paid solicitors, the name and address 
of the person or organization, if any, supplying such solicitors, the basis of pay- 
ment and the nature of the arrangement with such paid solicitors. 

Any person, group of persons, firm, association or corporation engaged in 
soliciting funds, subject to the provisions of this section, shall within ninety 
days after the period of solicitation specified file the following information in 
the manner and in the place or places hereinbefore provided: (1) the gross 
amount of the funds or the value of the property pledged or collected; (2) the 
amount thereof given or to be given to the charitable purpose represented ; 
(3) the aggregate amount paid and to be paid for the expenses of such solicita- 
tion; and (4) the aggregate amount paid to and to be paid to solicitors and 
promoters. 

This section shall not apply to solicitations conducted by or on behalf of 
churches, religious organizations, nonprofit charitable hospitals, or educational 
institutions incorporated in this commonwealth, to solicitations conducted ex- 
clusively among the members of any organization by the members thereof, or to 
solicitations where the gross amount of the funds to be raised or the value of 
the property to be donated is one thousand dollars or less to be collected by 
voluntary or unpaid solicitors; nor shall the provisions of this section apply 
to anyone who solicits on a voluntary and unpaid basis for or on behalf of any 
person, group of persons, firm, organization or corporation. This section shall 
not apply to solicitations conducted by or on behalf of an educational institution 
incorporated outside this commonwealth which shall have furnished to the 
office of the attorney general (1) proof that it has been exempted, and is exempt 
at the time of furnishing such proof, from federal income taxation by ruling of 
the United States Treasury Department and (2) a copy of its most recent 
annual financial statement or report. Such institution shall thereafter furnish 
to the office of the attorney general, upon request of said office, proof that it is 
currently exempt from federal income taxation, and, within sixty days from 
the time when subsequent annual financial statements or reports are rendered 
to or by such institution, a copy of such annual financial statements or reports. 

Every person, group of persons, firm, association or corporation subject to the 
provisions of this section shall keep a full and true record in such form as will 
enable such person, group of persons, firm, association or Corporation accurately 
to provide the information required by this section. All records required here- 
under shall be open to inspection at all times by the attorney general, and upon 
demand shall be presented to him for inspection. Upon an information in equity 
brought by the attorney general the supreme judicial or superior court may 
enforce the provisions of this section and may restrain the soliciting of contribu- 
tions by or on behalf of a person, association or corporation violating its 
provisions. 

Any person conducting a solicitation in violation of the provisions of this 
section or who fails to file the information specified by this section within ninety 
days after the period of solicitation, or who files false information hereunder 
shall be punished by a fine not to exceed five hundred dollars or by imprisonment 
for six months in jail, or both, and in the case of a solicitation conducted in 
violation of the provisions of this section by a firm, association or corporation, 
every officer or agent thereof who authorizes or conducts such solicitation, shall 
be jointly and severally liable for such fine, together with the firm, association 
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or corporation. (Amended by 1954, 559; 1955, 498, appvd. and effective on June 
28, 1955; 1957, 352, appvd. May 7, 1957; effective 90 days thereafter.) 
Vichigan 

Statutes Ann., 1950 Revision, § 16.71. Organizations and persons soliciting 
public for charitable purposes ; filing of statement with state welfare department ; 
license ; local solicitation. 

SEcTION 1. From and after the passage of this act, all organizations, institutions 
or associations formed for charitable purposes, who, through agents or repre- 
sentatives, publicly solicit and receive public donations or sell memberships in 
this state, and all individuals, firms or organizations selling merchandise, peri- 
odicals, books, or advertising space of any kind, upon the representation or under 
the pretense that the whole or any part of the profit derived from the sale or 
barter of such merchandise, periodicals, books, or advertising space, shall be 
used for charitable purposes shall be required to file with the state welfare 
department a statement setting forth the name and location of such organization, 
institution, or association, the purposes for which such organization, institution, 
or association exists, the name of its principal officers and soliciting agents, the 
purposes for which money solicited is to be expended, and the terms under which 
solicitors are employed. In the case of the selling of merchandise, periodicals, 
books, or advertising space of any kind for charitable purposes, such statement 
shall set forth the full name of the individual, firm or organization conducting 
the same, the location at which the sale is to be conducted, the names of all 
organizations, institutions or associations for whose benefit the sale is conducted, 
the purposes for which the proceeds thereof are to be expended and the terms, 
including salaries and commissions, under which all employes are employed. 
If in the judgment of the director of the state welfare department such state- 
ment shall be deemed sufficient evidence, the state welfare department shall 
be authorized to issue to said organization, institution or association, its agents 
and representatives, a state license without expense, authorizing said organiza- 
tion, institution or association to publicly solicit and receive public donations 
or sell memberships in any county, city or township in the state. Such license 
shall be valid for one [1] year from and after the date of its issuance, and 
may be renewed from time to time in the same manner as is herein provided 
for the original granting thereof. Any license issued to an organization, institu- 
tion or association, under the provisions of this act, may be revoked by the state 
board of corrections and charities for cause shown, and after reasonable notice 
to said organization, institution or association and after due opportunity to be 
heard. Nothing in this act, however, shall be construed to prohibit any local 
organization, institution, or association from publicly soliciting funds or dona- 
tions within the county in which such institution, organization, or associa- 
tion is located: Provided, however, That no license issued under the terms of 
this act shall be deemed to authorize the soliciting of funds thereunder in any 
township, village or city in this state, without having first obtained a separate 
township, village or city license to do so from the proper officials of said town- 
ship, village or city. (C. L. ’48, § 400.301; C. L. °29, § 8190; C. L. °15, § 15344.) 

§ 16.72. Solicitation without copy of license and certificate; unlawfulness. 

Sec. 2. It shall be unlawful for any agent or representative of any organiza- 
tion, institution or association formed for charitable purposes, which is licensed 
nnder the provisions of this act, to publicly solicit and receive donations in this 
state, unless such agent or representative is provided with a copy of the license 
of the organization, institution or association which he represents, or by whom 
he is employed. Attached to such copy of said license there shall be a certificate 
signed by the president, secretary or treasurer of said organization, institution 
or association by whom such agent or representative is employed or which he 
represents, certifying that such agent or representative is authorized by such 
organization, institution or association to publicly solicit an dreceive donations 
for the same. 

§ 16.73. Penalty. 

Sec. 3. Any person who shall violate the provisions of this act, or who shall 
solicit and receive public donations or sell memberships in this state for and 
on behalf of any organization, institution or association subject to the provisions 
herein, and which is not duly licensed in the manner aforesaid, or who shall 
solicit funds under any such license and thereafter divert the same to purposes 
other than that for which they were contributed, shall be guilty of a misdemeanor 
and upon conviction shall be punished by a fine of not more than five hundred 
(500) dollars, or imprisonment in the county jail not to exceed six (6) months. 
( C. L. 48, § 400.308 ; C. L. °29, § 8192; C. L. 15, § 15346.) 
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Minnesota 

There is no applicable legislation. 
Mississippi 

There is no applicable legislation. 
Missouri 

There is no applicable legislation. 
Montana 

There is no applicable legislation. 
Nebraska 


Revised Statutes, 1943. 28-1401. Solicitation of funds outside home county ; 
letter of approval; certificate; fee. Any person, organization, corporation, 
association or institution, either resident or nonresident of this state, which 
solicits funds in any county of this state other than where their home office is 
located, shall first obtain a letter of approval from the county attorney of the 
county in which their home office is located, which letter shall be forwarded 
to the Secretary of State together with a fee of one dollar. Upon receipt of such 
letter and fee by the Secretary of State, he shall issue a certificate granting the 
privilege of soliciting throughout the state for the balance of such calendar 
year. Such persons, organizations, corporations, associations and institutions 
may make as many copies of the certificate as they deem necessary either by 
certification or photostatic process. All persons soliciting funds for themselves 
or for such organizations, corporations, associations or institutions, must have 
in their possession a certified or photostatic copy of such certificate with their 
photograph attached thereto. (Source: Laws 1947, ch. 101, § 1, p. 287.) 

§ 28.1402. Solicitation of funds outside home county; display of certificate ; 
effect. Before any person shall receive any funds by solicitation, he shall dis- 
play his authority to solicit by showing either a certified or photostatic copy 
of the certificate issued by the Secretary of State with the solicitor’s photo- 
graph attached: Provided, That the letter of approval by the county attorney and 
the certificate issued by the Secretary of State shall not constitute an endorsement 
of any person, organization, corporation, or institution making solicitations, 
which fact shall be printed in bold type on the certificate issued by the Secretary 
of State. (Source: Laws 1947, ec. 101, § 2, p. 287.) 

§ 28.1408. Solicitation of funds outside home county; receipts for donations. 
The person soliciting as provided by this act either for himself or for an or- 
ganization, corporation, association, or institution authorized by this act shall 
issue a receipt in duplicate when the amount of such donation exceeds the sum 
of two dollars. The original receipt shall be given to the donor and the copy 
given to the organization, corporation, association, or institution receiving such 
donation. (Source: Laws 1947, c. 101, § 3, p. 288.) 

Note.—“This act” includes sections 28-1401 to 28-1407. 

§ 28.1404. Solicitation of funds outside home county; subject to ordinances 
and regulations of local political subdivisions. Any person, organization, cor- 
poration, association or institution required to obtain a certificate from the 
Secretary of State to solicit in this state shall not be exempt from any laws, 
ordinances and restrictions of political subdivisions of this state regulating 
solicitations. 

§ 28.1405. Solicitation of funds outside home county; definitions. For the 
purpose of this act, the words “corporation,” “association,” and “institution” 
shall mean any aggregation of individuals, whether two or more, working for a 
common purpose in their community or this state in the interest of religious so- 
cieties, fraternal organizations, local councils of boy or girl organizations, civic 
clubs, chambers of commerce, hospitals, Community Chest, Red Cross, and all 
other charitable enterprises. (Source: Laws 1947, c. 101, § 5, p. 288.) 

Nore.—“This act” includes sections 28-1401 to 28-1407. 

§ 28-1406. Solicitation of funds outside home county; violation; penalty. 
Any person so soliciting for himself or for any organization, corporation, asso- 
ciation, or institution that shall not previously have complied with the provi 
sions of this act shall be guilty of a misdemeanor and, upon conviction thereof, 
shall be fined in a sum not less than ten dollars nor more than one thousand 
dollars. (Source: Laws 1947, ec. 101, § 6, p. 288.) 
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Nore.—“This act” includes sections 28-1401 to 28-1407. 
§ 28-1407. Solicitation of funds outside home county; not applicable to 


churches and charitable associations, when. The provisions of this act shall 


not prohibit churches and like charitable organizations from soliciting in the 
imediately adjoining counties where part of their membership resides or solicit- 
ing territory exists. (Source: Laws 1947, c. 101, § 7, p. 288.) 

Nore.—“This act” includes sections 28-1401 to 28-1407. 


Nevada 


Rey. Stats., § 86.190. Annual financial reports to be filed with secretary of 
state. Each national charitable organization and each statewide charitable 
organization which is operating in the State of Nevada and receives its major 
support from donations of the public shall upon July 1 of each year file with the 
secretary of state a report of the financial condition, showing all receipts and 
expenditures realized through operation in the State of Nevada for the preceding 
year (1: 242: 1947; 1943 NCL § 3222.1). 

New Hampshire 


Rev. Stat. Ann., 1955, § 320.20. Right to Solicit and Sell. The commissioner of 
public welfare, upon application and after investigation, may authorize the 
temporary solicitation of money or other valuable thing and the temporary sale 
of articles for bona fide religious, benevolent, and philanthropic purposes, and 
inay issue certificates of such authority. Except as provided herein, any such 
unauthorized sales or solicitations shall be prima facie fraudulent, and said com- 
missioner shall have authority to make public the facts and names concerning 
such unauthorized sales and solicitations, and to institute prosecutions against 
offenders for obtaining money under false pretenses. (Sources: 1937, 87:1. 
RL 188: 21.) 

$20.21. Exemptions. Any such authorized sales or solicitations for the 
benefit of persons, or organizations having a permanent residence or place of 
business in this state, and any such sales or solicitations legally permitted 
by any state or local authority under RSA 31: 91, are excepted from the provisions 
of this subdivision. (Sources: 1937,87:2. RL1S88: 22.) 

320.22. Penalty. Any person ‘violating the provisions of this subdivision 
shall be fined not more than twenty-five dollars or imprisoned not more than 
six months. (Sources: 1937,87:3. RL188: 23.) 

1957 Supp., § 31:91. Soliciting Funds. The right to grant permits for solicit- 
ing funds for charitable purposes and for the sale of tags, flowers or other ob- 
jects for charitable purposes shall be vested in the mayor and aldermen of a city 
or the selectmen of towns. 

New Jersey NJISA (1957 Supplement) 

There is no applicable statute. However, note section 2A: 111-28 reading 
as follows: 

2A:111-28. Soliciting contributions for charitable organizations; misrepre- 
sentations. 

It shall be unlawful for any person, in soliciting or collecting contributions 
on behalf of a charitable, fraternal, benovelent or philanthropic organization, 
whether or not the same be incorporated under the laws of this or any other 
State, to misrepresent his identity or his affiliation with the organization on 
whose behalf the solicitation or collection is made. L. 1954, ¢c. 58, p. 408, § 1. 

Lffective June 23, 1954. 

Title of Act: “An Act making certain frauds unlawful and providing that the 
same be misdemeanors.” L. 1954, ec. 58, p. 408. 

2A:111-29. Nonexistent organizations, soliciting contributions for 

It shall be unlawful for any person to solicit or collect contributions on behalf 
of a nonexistent or fictitious organization. L. 1954, c. 58, p. 408, § 2. 

2A:111-30. Use of funds contributed for charitable purposes for other 
purposes. 

It shall be unlawful for any officer, agent or member of a charitable, frater- 
nal, benevolent or philanthropic organization, whether or not the same be in- 
corporated under the laws of this or any other State, to use, spend or authorize 
the use or expenditure of funds, contributed to the organization for a particular 
charitable, benevolent or philanthropic purpose, for any purpose other than 
that for which the same was contributed or for the general purposes of any such 
incorporated organization, provided that this section shall not be construed to 
apply to or prohibit any necessary expense or to apply to or prohibit any dis- 
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bursement pursuant to an order of a court of competent jurisdiction. L. 1954, 
ce. 58, p. 408 § 3. 

2A:111-31. Violation a misdemeanor. 

Any person convicted of violating any of the provisions of this act is guilty 
of a misdemeanor. 

New Mevwvico (Statutes, Ann., 1957 Supplement) 

§ 51-20-1. Definitions —The following words and phrases, when used in this 
act (51-20-1 to 51-20-14), shall, for purposes of this act, have the meaning 
respectfully ascribed to them hereinafter : 

a. “Charitable organization.” Any benevolent, philanthropic, patriotic, or 
eleemosynary person or one purporting to be such. 

b. “Department.” The department of public welfare of the state of New 
Mexico. 

e. “Contribution.” The promise or grant of any money or property of any 
kind or value. 

d. “Person,” Any individual, organization, group, association, partnership, 
corporation, or any combination of them. 

e. “Professional fund raiser.” Any person who for compensation or other con- 
sideration plans, conducts, manages, or carries on any drive or campaign in this 
state for the purpose of soliciting contributions for or on behalf of any chari- 
table organization or any other person, or who engages in the business of, or 
holds himself out to persons in this state as independently engaged in the busi- 
ness of soliciting contributions for such purpose. A bona fide officer or employee 
of a charitable organization shall not be deemed a professional fund raiser. 

f. “Professional solicitor.” Any person who is employed or retained for com- 
pensation by a professional fund raiser to solicit contributions for charitable 
purposes from persons in this state. (History: Laws 1955, ch. 249, § 1.) 

Title of act: An act requiring registration of charitable organizations and pro- 
fessional fund raisers and solicitors; providing penalties for noncompliance 
therewith.—Laws 1955, ch. 249. 

Opinions of Attorney General: 

The professional fund raiser need not actually receive the contributions di- 
rectly and one which merely supervises others who actually solicit must register 
and otherwise comply with this act. 1955-56, No. 6256. 

The VFW must register under this act in order to have the annual Poppy 
Drive. 1955-56, No. 6293. 

The Red Cross must comply with the provisions of this act. 1955-56, No. 
6316. 

If the fund raising campaigns of charitable organizations are carried on 
through state organizations, one fee is sufficient; if, on the other hand, the 
drives for funds are directed for the sole benefit of local units, such units must 
comply with the provisions of this act. 1955-56, No. 6317. 

§ 51-20-2. Registration of charitable organization.—a. Every charitable 
organization, except as otherwise provided in section 3 (51-20-3) of this act, 
which intends to solicit contributions from persons in this state by any means 
whatsoever shall, prior to any solicitation, file with the department upon forms 
prescribed by it, the following information: 

1. The name under which the charitable organization intends to solicit con 
tributions. 

2. The names and addresses of officers, directors, trustees, and executive 
personnel. 

3. The names and addresses of any professional fund raiser and professiona! 
solicitors who act or will act on behalf of the charitable organization, together 
with a statement setting forth the terms of the arrangements for salaries, 
bonuses, commissions or other remuneration to be paid the professional fund 
raiser and professional solicitors. 

4. The general purposes for which the charitable organization is organized 

5. The purposes for which the contributions to be solicited will be used. 

6. The period of time during which the solicitation will be made. 

7. Such other information as may be necessary or appropriate in the publi 
interest or for the protection of contributors. 

b. The registration form, and any other documents prescribed by the depart- 
ment, shall be signed by the president or other authorized officer and the chief 
fiscal officer of the charitable organization. 

e. For filing such registration, the department shall receive a fee of fifteen 
dollars ($15.00) to be paid at the time of registration. 
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d. Such registration shall be effective either for a prescribed period, pur- 
suant to reasonable regulation of the department, or on a continuing basis with- 
out limitation as to time. (History : Laws 1955, ch. 249, § 2.) 

51-20-3. Certain persons exempted.—a. This act (51-20—-1 to 51-20-14) shall 
not apply to corporations organized under the religious corporations law, and 
other religious agencies and organizations, and charities, agencies and organ- 
izations operated, supervised, or controlled by or in connection with a re- 
ligious organization. 

b. The following persons shall not be required to register with the department : 

1. Educational institutions when solicitation of contributions is confined to its 
student body and their families, alumni, faculty, and trustees. 

2. Fraternal, patriotic, and social organizations when solicitation of con- 
tributions is confined to its membership. 

3. Persons requesting any contributions for the relief of any individual, speci- 
fied by name at the time of the solicitation, if all of the contributions collected, 
without any deductions whatsoever, are turned over to the named beneficiary. 

4. Any benevolent society or fraternal organization which is required to regis- 
ter and comply with the insurance laws of the state as administered by the in- 
surance commissioner. (History : Laws 1955, ch. 249, § 3.) 

51.20-4. Reports by registered charitable organizations.—Every charitable or- 
ganization required to register pursuant to section 2 (51-20-2) of this act which 
has received contributions during the preceding calendar year shall file a written 
report with the department upon forms prescribed by it, on or before the last 
day of January of each year, which shall include a financial statement covering 
the preceding fiscal year of operation, verified by an independent public ac- 
countant, clearly setting forth the gross income, expenses, and net amount inur- 
ing to the benefit of the charitable organization. A charitable organization 
which maintains its books on other than a calendar year basis shall upon ap- 
plication to the department therefor be permitted to file its report within ninety 
(90) days after the close of its fiscal year. Such report shall state the names of 
its professional fund raisers and professional solicitors used during the year, if 
any, and the amounts of compensation received by them. Such report when filed 
shall become public records in the office of the department. (History: Laws 
1955, ch. 249, § 4.) 

51.20—-5. Enforcement by attorney general.—a. An action for violation of this 
article (51—20-1 to 51-20-14) may be prosecuted by the attorney general, his 
assistants, or a district attorney designated by the attorney general, in the 
name of the people of the state and in any such action the attorney general, his 
assistant, or the district attorney designated by the attorney general shall exer- 
cise all the powers and perform all duties which the district attorney would 
otherwise be authorized to exercise or to perform therein. 

b. Whenever the attorney general shall have reason to believe that any chari- 
table organization is operating in violation of the provisions of this article, or 
there is employed or is about to be employed in any solicitation or collection of 
contributions for a charitable organization any device, scheme, or artifice to de- 
fraud or for obtaining money or property by means of any false pretense, repre- 
sentation or promise, in addition to any other action authorized by law, he may 
bring in the district court of any county an action in the name, and on behalf, 
of the people of the state of New Mexico against such charitable organization 
and any other person who has participated or is about to participate in such 
solicitation or collection by employing such device, scheme, artifice, false repre- 
sentation or promise, to enjoin such charitable organization or other person from 
continuing such solicitation or collection or engaging therein or doing any acts 
in furtherance thereof, or to cancel any registration statement previously filed 
with the department. 

51-20-6. Nonresident charitable organizations—Designation of secretary of 
state as agent for service of process—Service of process.—Any charitable organ- 
ization having its principal place of business without the state or organized under 
and by virtue of the laws of a foreign state, which shall solicit contributions 
from people in this state, shall be deemed to have irrevocably appointed the sec- 
retary of state as its agent upon whom may be served any summons, subpoena, 
subpoena duces tecum, or other process directed to such charitable organization, 
or any partner, principal, officer, or director thereof, in any action or proceeding 
brought by the attorney general under the provisions of this article [51—20-1 to 
51-20-14]. Any such charitable organization may file with the secretary of 
state a designation, in terms complying herewith, duly acknowledged, irrevocably 
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appointing the secretary of state as its agent upon whom may be served any such 
process; Provided, however, that a designation filed with the secretary of state 
pursuant to the general corporation law shall serve also as such designation. 
Service of such process upon the secretary of state shall be made by personally 
delivering to and leaving with him or a deputy secretary of state a copy thereof 
at the office of the department of state in the city of Santa Fe, and such service 
shall be sufficient service provided that notice of such service and a copy of such 
process are forthwith sent by the attorney general to such charitable organiza- 
tion by registered mail with return receipt requested, at its office as set forth in 
the registration form required to be filed in the department pursuant to section 
2 [51-20-2] of this act, or in default of the filing of such form, at the last address 
known to the attorney general. Service of such process shall be complete ten 
[10] days after the receipt by the attorney general of a return receipt purporting 
to be signed by the addressee or a person qualified to receive his or its registered 
mail, in accordance with the rules and customs of the post office department, or, 
if acceptance was refused by the addressee or his or its agent, ten [10] days after 
the return to the attorney general of the original envelope bearing a notation by 
the postal authorities that receipt thereof was refused. (History: Laws 1955, 
ch. 249, § 6.) 

e. The attorney general may exercise the authority granted in this section 
against any charitable organization which operates under the guise or pretense 
of being an organization exempted by the provisions of section 3 (51—-20-3) and 
is not in fact an organization entitled to such an exemption. (History: Laws 
1955, ch. 249, § 5.) 

51-20-7. Application of article—This article (51-20-1 to 51-20-14) shall not 
be construed to limit or restrict the exercise of the powers of the performance 
of the duties of the attorney general or district attorney which they otherwise 
are authorized to exercise or perform under any other provisions of law. (His- 
tory: Laws 1955, ch. 249, § 7.) 

51-20-8. Professional fund raisers—Registration and bond required.—No per- 
son shall act as a professional fund raiser for a charitable organization required 
to register pursuant to section 1 (51-20-1) of this article until he has first regis- 
tered with the department. Applications for such registration shall be in writ- 
ing, under oath, in the form prescribed by the department and shall be accom- 
panied by an annual fee in the sum of ten dollars ($10.00). The applicant shall 
at the time of making application, file with, and have approved by, the depart- 
ment a bond in which the applicant shall be the principal obligor, in the sum 
of two thousand dollars ($2,000), with one or more sureties whose liability in 
the aggregate as such sureties will at least equal the said sum. The said bond 
shall run to the department of public welfare for the use of the state and to any 
person who may have a cause of action against the obligor of said bond for any 
malfeasance or misfeasance in the conduct of such solicitation. Registration 
when effected shall be for a period of one (1) year, or a part thereof, expiring 
on the last day of December, and may be renewed upon the filing of the bond 
and fee prescribed herein for additional one (1) year periods. (History: Laws 
1955, ch. 249, § 8.) 

51-20-9. Contracts to be retained.—All contracts entered into by such pro- 
fessional fund raisers and charitable organizations shall be in writing and true 
and correct copies thereof shall be kept on file in the offices of the charitable 
organization and the professional fund raiser for a period of three (3) years 
from the date the solicitation of contributions provided for therein actually 
commences. Such contracts shall be available for inspection and examination 
by the department, its authorized agents, or other authorized agencies. (History: 
Laws 1955, ch. 249, § 9.) 

51-20-10. Professional solicitor—Registration required.—Every professional 
solicitor employed or retained by a professional fund raiser required to register 
pursuant to section 1 (50-20-1) of this article shall, before accepting employ- 
ment by such professional fund raiser, register with the department. Application 
for such registration shall be in writing, under oath, in the form prescribed by 
the department, and shall be accompanied by a fee in the sum of five dollars 
($5.00). Such registration when effected shall be for a period of one (1) year, 
or a part thereof, expiring on the last day of December, and may be renewed 
upon the payment of the fee prescribed herein, for additional one (1) year 
periods. (History: Laws 1955, ch. 249, § 10.) 

51-20-11. Enforcement by attorney general.—a. An action for violation of 
this act (51-20-1 to 51-20-14) may be prosecuted by the attorney general, his 
assistants, or any district attorney designated by the attorney general, in the 
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name of the people of the state, and in any such action the attorney general, his 
assistant, or any district attorney designated by the attorney general shall 
exercise all the powers and perform all the duties which the attorney general 
or the district attorney would otherwise be authorized to exercise or to perform 
therein. 

b. Whenever the attorney general shall have reason to believe that any profes- 
sional fund raiser or professional solicitor is operating in violation of the pro- 
visions of this article, or there is employed or is about to be employed in any 
solicitation or collection of contributions for a charitable organization any device, 
scheme, or artifice to defraud or for obtaining money or property by means of 
any false pretense, representation, or promise, in addition to any other action 
authorized by law, he may bring in the district court of any county an action in 
the name, and on behalf, of the people of the state of New Mexico against such 
professional fund raiser or professional solicitor, and any other person who has 
participated or is about to participate in such solicitation or collection by em- 
ploying such device, scheme, artifice, false representation or promise, to enjoin 
such professional fund raiser or professional solicitor, or other person from 
continuing such solicitation or collection or engaging therein or doing any acts in 
furtherance thereof, or to cancel any registration statement previously filed with 
the department. (History: Laws 1955, ch. 249, § 11.) 

51-20-12. Nonresident professional fund raisers and professional solicitors— 
Designation of secretary of state as agent for service of process—-Service of 
process.—Any professional fund raiser or professional solicitor resident or hav- 
ing his or its principal place of business without the state or organized under 
and by virtue of the laws of a foreign state, who or which shall solicit contri- 
butions from people in this state, shall be deemed to have irrevocably appointed 
the secretary of state as his or its agent upon whom may be served any sum- 
mons, subpoena, subpoena duces tecum, or other process directed to such pro- 
fessional fund raiser, professional solicitor or any partner, principal, officer, or 
director thereof, in any action or proceeding brought by the attorney general 
under the provisions of this act (51—20—-1 to 51-20-14). Any such professional 
fund raiser or professional solicitor may file with the secretary of state a desig- 
nation, in terms complying herewith, duly acknowledged, irrevocably appointing 
the secretary of state as his or its agent upon whom may be served any such 
process; Provided, however, that a designation filed with the secretary of state 
pursuant to the general corporation law shall also serve as such designation. 
Service of such process upon the secretary of state shall be made by personally 
delivering to and leaving with him or a deputy secretary of state a copy thereof 
at the office of the department of state in the city of Santa Fe, and such service 
shall be sufficient service provided that notice of such service and a copy of such 
process are forthwith sent by the attorney general to such professional fund 
raiser or professional solicitor by registered mail with return receipt requested, 
at his or its office as set forth in the registration form required to be filed in the 
department pursuant to section 8 (51-20-8) or 10 (51-20-10) of this act, or in 
default of the filing of such form, at the last address known to the attorney 
general. Service of such process shall be complete ten (10) days after the 
receipt by the attorney general of a return receipt purporting to be signed by 
the addressee or a person qualified to receive his or its registered mail, in 
accordance with the rules and customs of the post office department, or, if 
acceptance was refused by the addressee or his or its agent, ten (10) days after 
the return to the attorney general of the original envelope bearing a notation 
by the postal authorities that receipt thereof was refused. (History: Laws 
1955, ch. 249, § 12.) 

51-20-13. Unauthorized use of names when soliciting or collecting contribu- 
tions.—(a) No person, who is required to register, pursuant to section 8 (51- 
20-8) or 10 (51-20-10) of this act, shall use the name of any other person 
for the purpose of soliciting contributions from persons in this state, without 
the written consent of such other person. 

(b) A person shall be deemed to have used the name of another person for the 
purpose of soliciting contributions if such latter person’s name is listed on any 
stationery, advertisement, brochure, or correspondence of the charitable or- 
ganization or his name is listed or referred to as one who has contributed to, 
sponsored, or endorsed the charitable organization or its activities. 

(c) A violation of this section shall be a misdemeanor punishable by a fine 
of not more than one hundred dollars ($100) for each violation or ninety (90) 
days in jail, or both. (History: Laws 1955, ch. 249, § 13.) 
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51-20-14. Violations of act—Forfeiture of funds to Welfare department.—Any 
person who is in violation of this act (51—-20—-1 to 51-20-14) may, upon an action 
filed by the attorney general, be compelled to turn over to the welfare depart- 
ment, all of the monies collected in violation hereof. (History: Laws 1955, 
ch. 249, § 14.) 

New York (Consolidated Laws of New York, A.) 

Social Welfare Law, 1958 Supp. : 

§ 481. Definitions. 

The following words and phrases as used in this article shall have the follow- 
ing meanings unless a different meaning is required by the context. 

1. “Charitable organization.” Any benevolent, philanthropic, patriotic, or 
eleemosynary person or one purporting to be such. 

2. “Contribution.” The promise or grant of any money or property of any 
kind or value. 

3. “Person.” Any individual, organization, group, association, partnership, 
corporation, or any combination of them. Added L. 1954, c. 418, eff. Sept. 1, 
1954. 

§ 482. Registration of charitable organization. 

1. Every charitable organization, except as otherwise provided in section 
four hundred eighty-two-a of this article, which intends to solicit contributions 
from persons in this state by any means whatsoever shall, prior to any solicita- 
tion, file with the department upon forms prescribed by it, the following in- 
formation : 

a. The name under which the charitable organization intends to solicit con- 
tributions. 

b. The names and addresses of officers, directors, trustees, and executive 
personnel. 

ce. The names and addresses of any professional fund raiser and professional 
solicitors who act or will act on behalf of the charitable organization, together 
with a statement setting forth the terms of the arrangements for salaries, 
bonuses, commissions or other remuneration to be paid the professional fund 
raiser and professional solicitors. 

d. The general purposes for which the charitable organization is organized. 

e. The purposes for which the contributions to be solicited will be used. 

f. The period of time during which the solicitation will be made. 

g. Such other information as may be necessary or appropriate in the public 
interest or for the protection of contributors. 

2. The registration form, and any other documents prescribed by the depart- 
ment, shall be signed by the president or other authorized officer and the chief 
fiscal officer of the charitable organization. Registration statements, financial 
reports and other documents required to the filed pursuant to this article shall 
become public records in the office of the department. 

3. For filing such registration, the department shall receive a fee of five dollars, 
to be paid at the time of registration. 

4. Subject to the limitation in subdivision five, such registration shall be effec- 
tive, pursuant to reasonable regulation by the department, either for a prescribed 
period or on a continuing basis, without limitation as to time. 

5. In no event shall a registration of a charitable organization continue, or 
be continued, in effect after the date such organization should have filed, but 
failed to file, an annual report in accordance with the requirements of section 
four hundred eighty-two-b, and such organization shall not be eligible to file a 
new registration until it shall have filed the required annual report with the 
department. If such report is subsequently filed such charitable organization 
may file a new registration upon the payment of a fee of five dollars to the 
department. Added L. 1954, c. 418; amended L. 1957, c. 764, eff. April 20, 1957; 
L. 1957, c. 974, § § 1, 2, eff. April 26, 1957. 

Subd. 2 amended by L. 1957, c. 764, eff. April 20, 1957. L. 1957 added sentence 
beginning ‘“‘Registration statements.” 

Subd. 4 amended by L. 1957, ¢c. 974, §1, eff. April 26, 1957. L. 1957 made pro- 
visions subject to limitation in subd. 5. 

Subd. 5 added by L. 1957, c. 974, § 2, eff. April 26, 1957. 

§ 482-a. Certain persons exempted. 

1. This article shall not apply to corporations organized under the religious 
corporations law, and other religious agencies and organizations, and charities, 
agencies, and organizations operated, supervised, or controlled by or in connection 
with a religious organization. 
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2. The following persons shall not be required to register with the department: 

a. An educational institution the curriculums of which in whole or in part are 
registered or approved by the state education department either directly or by 
acceptance of accreditation by an accrediting body recognized by such depart- 
ment, an educational institution confining its solicitation of contributions to its 
student body, alumni, faculty and trustees, and their families, or a library regis- 
tered by the state education department, provided that the annual financial 
report of such institution or library shall be filed with the state education de- 
partment where it shall be open for public inspection. 

b. Fraternal, patriotic, social, and alumni organizations when solicitation of 
contributions is confined to its membership. 

c. Persons requesting any contributions for the relief of any individual, speci- 
fied by name at the time of the solicitation, if all of the contributions collected, 
without any deductions whatsoever, are turned over to the named beneficiary. 

d. Any charitable organization which does not intend to solicit and receive and 
does not actually receive contributions in excess of twenty-five hundred dollars 
during a calendar year, provided all of its functions, including its fund raising 
functions, are carried on by persons who are unpaid for their services, and 
provided that no part of its assets or income inures to the benefit of or is 
paid to any officer or member. However, if the gross contributions received by 
such charitable organization during any calendar year shall be in excess of 
twenty-five hundred dollars, it shall within thirty days after the date it shall 
have received total contributions in excess of twenty-five hundred dollars 
register with the department as required by section four hundred eighty-two. 
Added L. 1954, c. 418; amended L. 1955, ce. 384, 684, 720; L. 1957, c. 276, eff. 
April 9, 1957 ; L. 1957, ¢. 365, eff. April 11, 1957. 

§ 482-b. Reports by registered charitable organizations; registration to be 
cancelled for failure to file. 

1. Every charitable organization required to register pursuant to section four 
hundred eighty-two of this article shall file a written report with the depart- 
ment upon forms prescribed by it, on or before June thirtieth of each year, which 
shall include a financial statement covering the preceding fiscal year of opera- 
tion, signed by the president or other authorized officer and the chief fiscal officer 
of the charitable organization, clearly setting forth the gross income, expenses, 
and net amount inuring to the benefit of the charitable organization. Such 
financial statement shall be accompanied by an opinion signed by an independent 
public accountant that such statement fairly represents the financial operations 
of the organization. A charitable organization which maintains its books on 
other than a calendar-year basis shall upon application to the department there- 
for be permitted to file its report within six months after the close of its fiscal 
year. Such report shall state the names of its professional fund raisers and 
professional solicitors used during the year, if any, and the amounts of com- 
pensation received by them. All records, books, and reports maintained by such 
charitable organization shall at all times be available for inspection, at the 
principal office of such organization, by the commissioner of social welfare 
and/or the attorney general, or their duly authorized representatives. 

2. The department shall cancel the registration of any organization which 
fails to comply with subdivision one of this section within the time therein 
prescribed, or fails to furnish such additional information as is requested by 
the department within the required time; except that, for good cause shown, the 
time may be extended by the department for a period not to exceed six months. 
Notice of such cancellation shall be mailed to the registrant at least fifteen days 
before the effective date thereof. Added L. 1954, c. 418; amended L. 1955, e. 549: 
L. 1957, c. 841, eff. April 22, 1957. 

§ 482-c. Enforcement by attorney general. 

1. An action for violation of this article may be prosecuted by the attorney 
general, or his deputy, in the name of the people of the state, and in any such 
action, the attorney general or his deputy, shall exercise all the powers and per- 
form all duties which the district attorney would otherwise be authorized to 
exercise or to perform therein. 

2. Whenever the attorney general shall have reason to believe that any 
charitable organization is operating in violation of the provisions of this 
article, or if any of the principal officers of any charitable organization has 
refused or failed after notice to produce any records of such organization or 
there is employed or is about to be employed in any solicitation or collection of 
contributions for a charitable organization any device, scheme, or artifice to 
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defraud or by obtaining money or property by means of any false pretense, 
representation or promise, or has made any false statement in any application, 
registration or statement required to be filed pursuant to this article, or the 
solicitation of funds includes the sending of goods, wares and merchandise not 
ordered or requested by the recipient and where less than 50 percent of the 
total funds so raised are devoted or will be devoted to the purported purpose 
of the charitable organization; in addition to any other action authorized by 
law, he may bring in the supreme court an action in the name, and on behalf, 
of the people of the State of New York against such charitable organization 
and any other person who has participated or is about to participate in such 
solicitation or collection by employing such device, scheme, artifice, false repre- 
sentation or promise, to enjoin such charitable organization or other person from 
continuing such solicitation or collection or engaging therein or doing any acts 
in furtherance thereof, or to cancel any registration statement previously filed 
with the department. 

Whenever the attorney general has determined to commence an action under 
this article, he may present to any justice of the supreme court, before beginning 
such action, an application in writing for an order directing the person or per- 
sons mentioned in the application to appear before the justice of the supreme 
court or referee designated in such order and answer such questions as may be 
put to them or to any of them, or to produce papers, documents and books con- 
eerning the practices to which the action which he has determined to bring 
relates, and it shall be the duty of the justice of the supreme court to whom 
such application for the order is made to grant such application. The appli- 
eation for such order made by the attorney general may simply show upon 
his information and belief that the testimony of such person or persons is 
material and necessary. The provisions of the civil practice act, relating to 
an application for an order for the examination of witnesses before the com- 
mencement of an action and the method of proceeding on such examination, 
shall not apply except as herein prescribed. The order shall be granted by 
the justice of the supreme court to whom the application has been made with 
such preliminary injunction or stay as may appear to such justice to be proper 
and expedient and shall specify the time when and place where the witnesses 
are required to appear. The justice or referee may adjourn such examination 
from time to time and witnesses must attend accordingly. The testimony of 
each witness must be subscribed by him and all must be filed in the office of 
the clerk of the county in which such order for examination is filed. The order 
of such examination must be signed by the justice making it and service of a 
copy thereof with an endorsement by the attorney general signed by him or his 
deputy, to the effect that the person named therein is required to appear and be 
examined at the time and place and before the justice or referee specified in 
such endorsement, shall be sufficient notice for the attendance of witnesses. 
Such endorsement may contain a clause requiring such person to produce at 
such examination all books, papers and documents in his possession or under 
his control relating to the subject of such examination. The order shall be 
served upon the person named in the endorsement aforesaid by showing him the 
original order and delivering to and leaving with him at the same time a copy 
thereof, endorsed as above provided, and by paying or tendering to him the fee 
allowed by law to witnesses subpoenaed to attend trials of civil actions in any 
court of record in this state. 

3. The attorney general may exercise the authority granted in this section 
against any charitable organization which operates under the guise or pretense 
of being an organization exempted by the provisions of section four hundred 
eighty-two—a and is not in fact an organization entitled to such an exemption. 
Added L. 1954, c. 418; amended L. 1955, c. 605, § 1; L. 1956, c. 486, §1; L. 1957, 
c. 753, eff. April 19, 1957. 

§ 482-d. Nonresident charitable organizations: designation of secretary of 
state as agent for service of process; service of process, 

Any charitable organization having its principal place of business without the 
state or organized under and by virtue of the laws of a foreign state, or which 
shall solicit contributions from people in this state, shall be deemed to have 
irrevocably appointed the secretary of state as its agent upon whom may be 
served any summons, subpoena, subpoena duces tecum, or other process directed 
to such charitable organization, or any partner, principal, officer, or director 
thereof, in any action or proceeding brought by the attorney general under the 
provisions of this article. Any such charitable organization may file with the 
secretary of state a designation, in terms complying herewith, duly acknowledged, 
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irrevocably appointing the secretary of state as its agent upon whom may be 
served any such process; provided, however, that a designation filed with the 
secretary of state pursuant to section three hundred fifty-two—a of the general 
business law or section two hundred ten of the general corporation law shall 
serve also as such designation. Service of such process upon the secretary of 
state shall be made by personally delivering to and leaving with him or a 
deputy secretary of state a copy thereof at the office of the department of state 
in the city of Albany, and such service shall be sufficient service provided that 
notice of such service and a copy of such process are forthwith sent by the attor- 
ney general to such charitable organization by registered mail with return 
receipt requested, at its office as set forth in the registration form required to 
be filed in the department pursuant to section four hundred eighty-two of this 
article, or in default of the filing of such form, at the last address known to the 
attorney general. Service of such process shall be complete ten days after the 
receipt by the attorney general of a return receipt purporting to be signed by 
the addressee or a person qualified to receive his or its registered mail, in accord- 
ance with the rules and customs of the post office department, or, if acceptance 
was refused by the addressee or his or its agent, ten days after the return to the 
attorney general of the original envelope bearing a notation by the postal authori- 
ties that receipt thereof was refused. Added L. 1954, ec. 418, eff. Sept. 1, 1954. 

§ 482-dd. Application of article. 

This article shall not be construed to limit or restrict the exercise of the powers 
or the performance of the duties of the attorney general or district attorney 
which they otherwise are authorized to exercise or perform under any other 
provision of law. Added L, 1954, ec. 418, eff. Sept. 1, 1954. 

§ 482-e. Definitions. 

The following words and phrases as used in this article shall have the following 
meanings unless a different meaning is required by the context. 

1. “Professional fund raiser.” Any person who for compensation or other 
consideration plans, conducts, manages, or carries on any drive or campaign 
in this state for the purpose of soliciting contributions for or on behalf of any 
charitable organization or any other person, or who engages in the business 
of, or holds himself out to persons in this state as independently engaged in 
the business of soliciting contributions for such purpose. A bona fide officer 
or employee of a charitable organization shall not be deemed a professional 
fund raiser. 

2. ‘Professional solicitor.”’” Any person who is employed or retained for com- 
pensation by a professional fund raiser to solicit contributions for charitable 
purposes from persons in this state. Added L. 1954, c. 419, eff. Sept. 1, 1954. 

§ 482-f. Professional fund raisers. 

Registration and bond required. No person shall act as a professional fund 
raiser for a charitable organization required to register pursuant to section 
four hundred eighty-two of this article until he has first registered with the de- 
partment. Applications for such registration shall be in writing, under oath, 
in the form prescribed by the department and shall be accompanied by an 
annual fee in the sum of fifty dollars. The applicant shall at the time of making 
application, file with, and have approved by, the department a bond in which the 
applicant shall be the principal obligor, in the sum of five thousand dollars, with 
one or more sureties whose liability in the aggregate as such sureties wlil at 
least equal the said sum. The said bond shall run to the state commissioner of 
social welfare for the use of the state and to any person who may have a cause 
of action against the obligor of said bond for any malfeasance or misfeance in 
the conduct of such solicitation. Registration when effected shall be for a 
period of one year, or a part thereof, expiring on the thirty-first day of August, 
and may be renewed upon the filing of the bond and fee prescribed herein for 
additional one year periods. Added L. 1954, c. 419, eff. Sept. 1, 1954. 

§ 482-g. Contracts to be retained. 

All contracts entered into by such professional fund raisers and charitable 
organizations shall be in writing and true and correct copies thereof shall be 
kept on file in the offices of the charitable organization and the professional 
fund raiser during the term thereof and until the expiration of a period of three 
years subsequent to the date the solicitation of contributions provided for therein 
actually terminates. Such contracts shall be available for inspection and exam- 
ination by the state commissioner of social welfare and other authorized agen- 
cies. Added L, 1954, ¢. 419; amended L. 1956, c. 605, eff. April 14, 1956. 
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§ 482-h. Professional solicitor. 

Registration required. Every professional solicitor employed or retained by 
a professional fund raiser required to register pursuant to section four hundred 
eight-two-f of this article shall, before accepting employment by such profes- 
sional fund raiser, register with the department. Application for such regis- 
tration shall be in writing, under oath, in the form prescribed by the department, 
and shall be accompanied by a fee in the sum of ten dollars. Such registration 
when effected shall be for a period of one year, or a part thereof, expiring on 
the thirty-first day of August, and may be renewed upon the payment of the fee 
prescribed herein, for additional one year periods. Added L. 1954, c. 419, eff. 
Sept. 1, 1954. 

§ 482-i. Enforcement by attorney general. 

1. An action for violation of this act may be prosecuted by the attorney 
general, or his deputy, in the name of the people of the state and in any such 
action, the attorney general or his deputy, shall exercise all the powers and 
perform all duties which the district attorney would otherwise be authorized to 
exercise or to perform therein. 

2. Whenever the attorney general shall have reason to believe that any pro- 
fessional fund raiser or professional solicitor is operating in violation of the 
provisions of this article, or has made any false statement in any application, 
registration or statement required to be filed pursuant to this article, or if any 
professional fund raiser bas refused or failed, after notice, to produce any records 
demanded of him, or there is employed or is about to be employed in anv solici- 
tation or collection of contributions for a charitable organization any device, 
scheme or artifice to defraud or for obtaining money or property by means of any 
false pretense, representation or promise, in addition to any other action author- 
ized by law, he may bring in the supreme court an action in the name, and on 
behalf, of the people of the state of New York against such professional fund 
raiser or professional solicitor, and any other person who has participated or is 
about to participate in such solicitation or collection by employing such device, 
scheme, artifice, false representation or promise, to enjoin such professional fund 
raiser or professional solicitor, or other person from continuing such solicitation 
or collection or engaging therein or doing any acts in furtherance thereof, or to 
eancel any registration statement previously filed with the department. 

Whenever the attorney general has determined to commence an action under 
this article, he may present to any justice of the supreme court, before beginning 
such action, an application in writing for an order directing the person or per- 
sons mentioned in the application to appear before the justice of the supreme 
court or referee designated in such order and answer such questions as may be 
put to them or to any of them, or to produce such papers, documents and books 
concerning the practices to which the action which he has determined to bring 
relates, and it shall be the duty of the justice of the supreme court to whom such 
application for the order is made to grant such application. The application for 
such order made by the attorney general may simply show upon his informa- 
tion and belief that the testimony of such person or persons is material and 
necessary. The provisions of the civil practice act, relating to an application 
for an order for the examination of witnesses before the commencement of an 
action and the method of proceeding on such examination shall not apply except 
as herein prescribed. The order shall be granted by the justice of the supreme 
court to whom the application has been made with such preliminary injunction 
or stay as may appear to such justice to be proper and expedient and shall specify 
the time when and place where the witnesses are required to appear. The 
justice or referee may adjourn such examination from time to time and witnesses 
must attend accordingly. The testimony of each witness must be subscribed 
by him and all must be filed in the office of the clerk of the county in which such 
order for examination is filed. The order for such examination must be signed 
by the justice making it and service of a copy thereof with an endorsement by 
the attorney general signed by him or his deputy, to the effect that the person 
named therein is required to appear and be examined at the time and place 
and before the justice or referee specified in such endorsement shall be sufficient 
notice for the attendance of witnesses. 

Such endorsement may contain a clause requiring such person to produce at 
such examination all books, papers, and documents in his possession or under 
his control relating to the subject of such examination. The order shall be 
served upon the person named in the endorsement aforesaid by showing him the 
original order and delivering to and leaving with him at the same time a copy 
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thereof, endorsed as above provided, and by paying or tendering to him the fee 
allowed by law to witnesses subpoenaed to attend trials of civil actions in any 
court of record in this state. Added L. 1954, c. 419; amended L. 1955, c. 605, 
§ 2; L. 1956, c. 436, § 2, eff. April 9, 1956. 

§ 482-j. Non-resident professional fund raisers and professional solicitors; 
designation of secretary of state as agent for service of process; service of 
process. 

Any professional fund raiser or professional solicitor resident or having his 
or its principal place of business without the state or organized under and by 
virtue of the laws of a foreign state, who or which shall solicit contributions 
from people in this state, shall be deemed to have irrevocably appointed the 
secretary of state as his or its agent upon whom may be served any summons, 
subpoena duces tecum, or other process directed to such professional fund 
raiser, professional solicitor or any partner, principal, officer, or director thereof, 
in any action or proceeding brought by the attorney general under the provisions 
of this act. Any such professional fund raiser or professional solicitor may file 
with the secretary of state a designation, in terms complying herewith, duly 
acknowledged, irrevocably appointing the secretary of State as his or its agent 
upon whom may be served any such process; provided, however, that a desig- 
nation filed with the secretary of state pursuant to section three hundred fifty- 
two-a of the general business law or section two hundred ten of the general 
corporation law shall serve also as such designation. Service of such process 
upon the secretary of state shall be made by personally delivering to and leav- 
ing with him or a deputy secretary of state a copy thereof at the office of the 
department of state in the city of Albany, and such service shall be sufficient 
service provided that notice of such service and a copy of such process are 
forthwith sent by the attorney general to such professional fund raiser or pro- 
fessional solicitor by registered mail with return receipt requested, at his or its 
office as set forth in the registration form required to be filed in the depart- 
ment pursuant to sections four hundred eighty-two-f and four hundred eighty- 
two-h, of this act, or in default of the filing of such form, at the last address 
known to the attorney general. Service of such process shall be complete ten 
days after the receipt by the attorney general of a return receipt purporting to 
be signed by the addressee or a person quaiified to receive his or its registered 
mail, in‘accordance with the rules and customs of the post office department, or, 
if acceptance was refused by the addressee or his or its agent, ten days after the 
return to the attorney general of the original envelope bearing a notation by 
the postal authorities that receipt thereof was refused. Added L. 1954, ec. 419, 
eff. Sep. 1, 1954. 

§ 483. Unauthorized use of names when soliciting or collecting contributions. 

1. No person, who is required to register, pursuant to sections four hundred 
eight-two, four hundred eight-two-f or four hundred eighty-two-h of this article, 
shall for the purpose of soliciting contributions from persons in this state, use 
the name of any other person, except that of an officer, director or trustee of the 
charitable organization by or for which contributions are solicited, without the 
written consent of such other person. 

2. A person shall be deemed to have used the name of another person for the 
vurpose of soliciting contributions if such latter person’s name is listed on any 
stationery, advertisement, brochure or correspondence in or by which a contri- 
bution is solicited by or on behalf of a charitable organization or his name is 
listed or referred to in connection with a request for a contribution as one who 
has contributed to, sponsored or endorsed the charitable organization or its 
activities. 

3. Nothing contained in this section shall prevent the publication of names of 
contributors without their written consents, in an annual or other periodic 
report issued by a charitable organization for the purpose of reporting on its 
operations and affairs to its membership or for the purpose of reporting con- 
tributions to contributors. 

4. A violation of this section shall be a misdemeanor. Added L. 1954, c. 420, 
amended L. 1955, c. 565, eff. April 21, 1955. 


North Carolina (General Statutes) 


§ 108-80. Regulation of solicitation of public aid for charitable, ete., pur- 
poses.—Except as hereinafter provided in G. S. 108-84, no person, organization, 
corporation, institution, association, agency, or copartnership except in accord- 
ance with provisions of this article shall solicit the public whether by mail, or 
through agents or representatives or other means for donations, gifts or sub- 
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scriptions of money and/or of gifts of goods, wares, merchandise or other things 
of value or to sell or offer for sale or distribute to the public any thing or object 
whatever to raise money or to sell memberships, periodicals, books or advertising 
space or to secure or attempt to secure money or donations or other property by 
promoting any public bazaar, sale, entertainment or exhibition or by any similar 
means for any charitable, benevolent, health, educational, religious, patriotic or 
other similar public cause or for the purpose of relieving suffering of animals 
unless the solicitation is authorized by and the money or other goods or property 
is to be given to an organization, corporation, institution, association, agency or 
copartnership holding a valid license for such purpose from the State Board of 
Public Welfare, issued as herein provided. (1939, c. 144, s. 1; 1947, ¢. 572.) 

§ 108-81. Application for license to solicit public aid—Any person, organiza- 
tion, corporation, institution, association, agency, or copartnership wishing to 
secure a license from the State Board of Public Welfare for the purpose of 
soliciting the public for any of the aforenamed causes shall file a written applica- 
tion with the State Board of Public Welfare on a form furnished by the said 
Board setting forth proof of the worthiness of the cause, chartered responsibility, 
the existence of an adequate and responsible governing board to administer 
receipts and disbursements of funds, goods, or other property sought, the need of 
public solicitation, proposed use of funds sought, and a verified report of the 
operation of such organization, corporation, institution, association, agency or 
copartnership for a fiscal period determined by the said State Board, said verified 
report to show reserve funds and endowment funds as well as receipts and dis- 
bursements. (1939, c. 144, s. 1; 1947, ¢. 572.) 

§ 108-82 Issuance of license by State Board of Public Welfare.—If the State 
Board of Public Welfare after full investigation and careful study of the purpose 
and functioning of an organization, corporation, institution, association, agency, 
or copartnership filing an application for license to solicit deems such organiza- 
tion, corporation, institution, association, agency or copartnership a proper one 
and not inimical to the public welfare and its proposed solicitations to be truly 
for the purpose set forth in its application and provided for in this article, it 
shall issue to such organization, corporation, institution, association, agency, or 
copartnership a license to solicit for its purposes and program for a period not 
to exceed one year, unless revoked for cause. 

The State Board of Public Welfare shall not issue a license to solicit to any such 
organization, corporation, institution, association, agency or copartnership which 
pays or agrees to pay to any individual, corporation, copartnership or association 
an unreasonable or exorbitant amount of the funds collected as compensation. 

In the event the said Board refuses to issue said license, the organization, 
corporation, institution, association, agency or copartnership shall be entitled to 
a hearing before said Board provided written request therefor is made within 
fifteen days after notice of refusal is delivered or mailed to the applicant. All 
such hearings shall be held in the offices of said Board and shall be open to the 
public. Decisions of said Board shall be mailed to the interested parties within 
ten days after the hearing. 

The State Board of Public Welfare before granting or refusing a license as 
herein provided shall call upon the State Commission for the Blind, the Division 
of Vocational Rehabilitation and other divisions of the State Department of 
Public Instruction, the Bureau of Labor for the Deaf, and the State Board of 
Health for advice in any situation or cause in which any of the several state 
agencies named has an interest or responsibility (1939, ¢. 144, s. 1: 1947, ¢. 572.) 

§ 108-83 Solicitors and collectors must have evidence of authority and 
show same on request.—No person shall solicit or collect any contribution in 
money or other property for any of the purposes set forth in this article without 
a written authorization, pledge card, receipt form, or other evidence of author- 
ity to solicit for a duly licensed organization, corporation, institution, associa- 
tion, agency, or copartnership for which the donation or contrbution is made 
and said evidence of authority must be shown to any person on request. Said 
evidence of authority must be provided by the organization, corporation, in- 
stitution, association, agency or copartnership for which the donation or con- 
tribution is solicited or by the agency through which the donation or contribution 
is collected and distributed (1939, c. 144, s. 2; 1947, ¢. 572.) 

§ 108-84. Organizations, etc., exempted from article——The provisions of this 
article shall not apply to any solicitation or appeal made by any church, or 
religious organization, school or college, fraternal or patriotic organization, or 
civic club located in this State when such appeal or solicitation is confined to its 
membership nor shall the provisions of this article apply to any locally indigenous 
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organization, institution, association, or agency having its own office, managing 
board, committee or trustees, or chief executive offices located in or residing 
in a city or county from publicly soliciting donations or contributions within a 
city and the county or counties in which said city is located or within the county 
in which such an organization, institution, association, or agency is located and 
operates; provided that nothing in this article shall apply to any solicitation 
or appeal by any chureh for the construction, upkeep, or maintenance of the 
church and its established organization or for the support of its clergy. 
(1939, c. 144, s. 2a ; 1947, c. 572.) 

§ 108-85. Regulation and licensing of solicitation of alms for individual liveli- 
hood.—It shall be unlawful for an individual to engage in the business of solicit- 
ing alms or begging charity for his or her own liveliiiood or ior the livelihood 
of another individual upon the streets or highways of this state, or through door- 
to-door solicitations without first securing a license to solicit for this purpose 
from the State Board of Public Welfare. 

Any individual desiring to engage in the business of soliciting alms or begging 
charity for his or her own livelihood or for the livelihood of another indiviaual 
as set forth in the first paragraph of this section shall file a written application 
for a license on a form or forms furnished by the said Board, setting forth his or 
her own true name and address, his or her correct address or addresses for the 
past live years, the purpose for which he or she desires to solicit alms, the reason 
why public solicitation is considered a necessary means to obtain a livelihood 
or relief from suffering rather than the pursuit of a legitimate trade or the 
acceptance of benefits provided through the social security measures and funds 
adiuinistered by the federal, State, and county governments and any other in- 
formation which the said Board may deem necessary to carry out the provisions 
of this article. A copy of the license must be carried by the solicitor while 
soliciting and must be shown upon request. 

‘Lhe carrying and ofiering tor sale of merchandise by the individual soliciting 
alms or begging charity shall not exempt the individual so soliciting from the 
provisions of this article. The State Board of Public Welfare shall call upon 
the several State agencies named in § 108-82 for advice in issuing a license to 
an individual in accordance with the provisions of this article. (1947, c. 572.) 

§ 108-86. Punishment for violation of article; misapplication of funds col- 
lected.—Any person who, or any organization, corporation, institution, associa- 
tion, agency, or copartnership which violates any of the provisions of this article 
or solicits donations and contributions from the public without first applying for 
and obtaining a license as herein provided shall be guilty of a misdemeanor, 
and upon conviction shall be punished in case of an organization, corporation, 
institution, association, agency, or copartnership by a fine of not more than one 
thousand dollars ($1,000.00) ; in the case of an individual the punishment shall 
be that provided for a misdemeanor. 

Any person who, or organization, corporation, institution, association, agency, 
or copartnership which, after having conducted a solicitation campaign and 
obtained funds from such solicitation shall willfully convert or misapply any 
of said funds from the purposes for which solicited as set out in the application 
for license to solicit shall be guilty of a felony and shall be punished in the 
discretion of the Court. (1939, c. 144, s.3; 1947, ¢. 572.) 


North Dakota (Revised Code) 


NDRC 50-1501. Solicitors for Benevolent Associations; When Unlawful; 
License Required. No person shall solicit contributions for an orphan asylum, 
children’s home, rescue home, hospital, or similar charitable organization, estab- 
lished in any other state, without first having obtained a license from the public 
welfare board. (Source: 8S. L. 1903, c. 39, s. 1; R. C. 1905, s. 4601; C. L. 1913, 
s. 5106) 

50-1502. License; How Obtained; Term of; Revocation. When any person 
desires to solicit aid for any charitable organization, as described in section 
50-1501, he shall file a statement with the public welfare board, duly verified 
under oath, giving a detailed history of the work and needs of the organization. 
The public welfare board shall investigate the case, and if satisfied that the 
cause is trustworthy, a license shall be issued to such applicant, giving him the 
right to solicit within the state. Such license shall be good for one year only 
and may be renewed from year to year, but shall be subject to revocation at any 
time for just cause. (Source: S. L. 1903, c. 39, s. 2; R. C. 1905, s. 4601; C. L. 
1913, s. 5106.) 
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50-1503. License Must Be Shown. Any person receiving a license to solicit 
contributions for an orphan asylum, children’s home, rescue home, hospital, or 
Similar charitable organization, at all times when soliciting, shall produce the 
same if called upon to do so. Refusal shall be deemed prima facie evidence that 
the solicitor is violating the provisions of this chapter. (Source: S. L. 1903, 
e. 39, 8.3; R. C. 1905, s. 4601 ; C. L. 1913, s. 5106.) 

50-1504. When License Not Required. This chapter shall not apply to sisters 
of charity, representatives of the Salvation Army, or deaconesses, who wear a 
distinct garb, nor to taking up collections in churches for organizations distinctly 
denominational in character and management. (Source: S. L. 1903, ¢. 39, 
s.4;R. C. 1905, s. 4601; C. L. 1913, s. 5106.) 

50-1505. Penalty. Any person violating the provisions of this chapter is guilty 
of a misdemeanor. (Source: S. L. 1903, c. 39, s.5; R. C. 1905, s. 4601; C. L. 1913, 
s. 5106.) 

Ohio (Revised Code, Ann., 1957 Supp., § 1716.10 Definitions) 

As used in sections 1716.01 to 1716.07, inclusive of the Revised Code: 

(A) “Charitable organization” means any benevolent, philanthropic, patriotic, 
educational, or eleemosynary person ; 

(B) “Contribution” means the promise or grant of any money or property of 
any kind or value; 

(C) “Person” means individual, organization, group, association, partnership, 
corporation, or any combination of them ; 

(D) “Professional fund raiser’ means any person who, for compensation, 
plans, conducts, manages, or carries on any drive or campaign in this state for the 
purpose of soliciting contributions for or on behalf of any charitable organization, 
or who engages in the business of, or who holds himself out to persons in this state 
as independently engaged in the business of soliciting contributions for charitable 
purposes. A bona fide officer or employee of a charitable organization shall not 
be deemed a professional fund raiser. 

(E) “Professional solicitor’? means any person who is employed or retained 
for compensation by a professional fund raiser to solicit contributions for 
charitable purposes from persons in this state. 

§ 1716.02 Registration of solicitors. 

(A) Every person, except an individual and except as hereinafter provided, 
which intends to solicit contributions for a charitable purpose from persons in 
this state by any means whatsoever, shall, prior to any solicitation file with 
the attorney general or the county clerk of courts upon forms provided by the 
office of the attorney general the following information, provided, that if the 
solicitation is to be made in more than one county, such person may file with 
the attorney general or with the county clerk of courts at the option of such 
person : 

(1) The name under which such person intends to solicit contributions; 

(2) The names and addresses of officers, directors, trustees, and executive 
personnel ; 

(3) The names and addresses of any professional fund raiser and professional 
solicitors, who act or will act on behalf of such person, together with a statement 
setting forth the terms of the arrangements for salaries, bonuses, commissions, 
or other remunerations to be paid the professional fund raiser and professional 
solicitors ; 

(4) The general purposes for which such person is organized ; 

(5) The purposes for which the contributions to be solicited will be used ; 

(6) The period of time during which such solicitation is to be conducted ; 

(7) The written consent of any existing person or organization for which 
the solicitation is made. 

(B) The registration form shall be signed by such person in the manner 
provided by law. A charitable organization directing and conducting a joint 
campaign with the consent of and for the benefit of two or more charitable 
organizations in which it is contemplated that such organization will participate 
in the proceeds may file a consolidated registration and report for the partici- 
pating charitable organizations. 

(C) Such registration shall be effective for so long a period of time as 
the information on file remains complete, accurate and current, but in no case 
shall the registration be effective for less than one year. 

§ 1716.03 Exemptions. 

(A) Sections 1716.01 to 1716.07, inclusive, of the Revised Code shall not 
apply to religious agencies and organizations, and charities, agencies and or- 
ganizations operated, supervised, or controlled by a religious organization. 
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(B) The following persons shall not be required to register as provided in 
section 1716.02 of the Revised Code: 

(1) An educational institution, when solicitation of contributions is con- 
fined to alumni, faculty, trustees, or the student membership and their 
families ; 

(2) Every such person other than an individual, when solicitation of 
contributions for a charitable purpose is confined to its existing membership ; 

(3) Any person requesting any contributions for the relief of any indi- 
vidual, specified by name at the time of the solicitation, if all of the 
contributions collected, without any deductions whatsoever, are turned over 
to the named beneficiary ; 

(4) Any person, when contemplated expenses of a fund solicitation will 
not exceed five hundred dollars in any one year, provided that if expenses 
of such a fund solicitation exceed five hundred dollars, the information 
required by the provisions of section 1716.02 of the Revised Code shall 
forthwith be filed ; 

(5) An individual acting as an agent of a person required to register under 
the provisions of section 1716.02 of the Revised Code, or exempt from 
registration under subsections (1) through (4) of this section. 

§ 1716.04 Annual financial report of registrants. 

Every person required to register, which has received contributions during 
the preceding calendar year, shall, on or before the 31st day of March of each 
year, file a written report upon forms prescribed by the office of the attorney 
general, with the clerk of courts of each county where such solicitation was 
conducted, or with the attorney general if such solicitation was made in more 
than one county, at the option of such person. Said report shall include a 
financial statement covering the preceding fiscal year of operation, and if 
filed with the attorney general shall be verified by an independent public 
accountant, and such report shall also show the gross income, expenses, and net 
amount accruing to the benefit of the charitable purpose for which the solicita- 
tion was made. Any such person which maintains its books on other than a 
calendar year basis shall upon application to the office where registration 
has been made be permitted to file its report within ninety days after the close 
of its fiscal year. Such report shall state the names of its professional fund 
raisers and professional solicitors used during the year, if any, and the amounts 
of compensation received by them. Such report, when filed shall become public 
records. 

§ 1716.05 Professional fund raisers. 

No person shall act as a professional fund raiser for a person required to 
register pursuant to section 1716.02 of the Revised Code until he has first 
registered with the attorney general. Applications for such registration shall 
be in writing, under oath, in the form prescribed by the attorney general. The 
applicant shall file with and have approved by the attorney general, a bond to 
the state in which the applicant shall ve the principal obligor, in the sum of 
five thousand dollars, with one or more sureties whose liability in the aggregate 
as such sureties will as least equal the said sum. Registration shall be for a 
period of one year, or a part thereof, expiring on the thirty-first day of March, 
and shall be renewed annually upon the filing of the bond prescribed herein. 

§ 1706.06 Contracts with professional fund raisers. 

All contracts entered into by such professional fund raisers with persons re- 
quired to register as provided in section 1716.02 of the Revised Code shall be in 
writing, and true and correct copies shall be kept on file in the offices of the 
professional fund raiser for a period of three years from the date of the report 


of the solicitation. Such contracts shall be available for inspection and examina- 
tion by the attorney general. 


§ 1716.07 Professional solicitors. 

Every professional solicitor employed or retained by a professional fund raiser 
required to register pursuant to section 1716.05 of the Revised Code shall, before 
accepting employment by such professional fund raiser, register with the attor- 
ney general. Application for such registration shall be in writing, under oath, 
in the form prescribed by the attorney general. Such registration, when effected, 
shall be for a period of one year, or a part thereof, expiring on the thirty-first 
day of March, and shall be renewed annually. 

§ 1716.99 Penalties. 

(A) Whoever violates sections 1716.01 to 1716.07, Inclusive, of the Revised 


Code shall be fined not to exceed five hundred dollars or imprisoned for six 
months, or both. 
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Oklahoma (Statutes, Ann., 1957 Supp., Ch. 18) 

§ 551.1 Citation. 

This Act shall be known and may be cited as the “Oklahoma Solicitation of 
Charitable Contributions Act of 1955.” Laws 1955, p. 193, § 1. 

§ 551.2 Definitions. 

(1) “Person” shall mean any individual, organization, group, association, 
partnership, corporation, or any combination of them. 

(2) “Charitable organization” shall mean any benevolent, philanthropic, pa- 
triotic, or eleemosynary person or one purporting to be such. 

(3) “Contribution” shall mean the promise or grant of any money or property 
of any kind or value. 

(4) “Professional fund raiser” shall mean any person who for compensation or 
any other consideration plans, conducts, manages, or carries on any drive or 
campaign in this State for the purpose of soliciting contributions for or on behalf 
of any charitable organization or any other person, or who engages in the busi- 
ness of, or holds himself out to persons in this State as independently engaged in 
the business of soliciting contributions for such purpose, but shall not include 
a bona fide officer or employee of a charitable organization. 

(5) “Professional solicitor” shall mean any person who is employed or retained 
for compensation by a professional fund raiser to solicit contributions in this 
State for charitable purposes. Laws 1955, p. 194, § 2. 

$551.3 Solicitation by charitable organizations—Registration—Filing. 

Every charitable organization, except those exempt under the provisions of 
Section 4 of this Act, which intends to solicit contributions from persons in this 
State by any means whatsoever shall, prior to any solicitation, register and file 
with the Secretary of State upon forms prescribed by said Secretary of State, 
the following information: 

(1) The name under which the charitable organization intends to solicit 
contributions, and the identity of the charitable organization by or for whom 
the solicitation is to be conducted ; 

(2) The address thereof and the names and addresses of officers, directors, 
trustees, and executive personnel ; 

(3) The purpose or purposes for which the contributions solicited are to 
be used ; 

(4) The individual or officer who will have custody of the contributions ; 

(5) The individual or individuals responsible for the distribution of funds 
collected ; 

(6) The period of time during which such solicitation is to be conducted ; 

(7) A description of the method or methods of solicitation in such detail 
as may from time to time be determined by the Secretary of State; 

(8) Whether such solicitation is to be conducted by voluntary unpaid 
solicitors, by paid solicitors, or both; 

(9) If in whole or in part by paid solicitors, the name and address of each 
professional fund raiser supplying such solicitors, the basis of payment and 
the nature of the arrangement ; 

(10) Such additional information as may be deemed necessary and appro- 
priate by the Secretary of State in the public interest or for the specific 
protection of contributors. 

Information filed under the provisions of this Act shall be available to the 
general public as a matter of public record. 

The registration form, and any other documents prescribed by the Secretary 
of State shall be signed under oath by the president or other authorized officer 
and the chief fiscal officer of the charitable organization. 

For filing such registration, the Secretary of State shall receive a fee of Five 
Dollars ($5.00), to be paid at the time of registration. 

Such registration shall be effective for a period of one (1) year, pursuant to 
reasonable regulation of the Secretary of State, or on a continuing basis, without 
limitation as to time. 

Registration hereunder shall not be interpreted to donors or prospective donors 
as constituting endorsement by the Secretary of State or by the State of Okla- 
homa of the charitable organization or organizations registered under this Act 
(Laws 1955, p. 194, § 3). 

§ 551.4 Organizations exempt from Act. 

Except as may be otherwise specifically provided in this Act, the provisions 
hereof shall not apply to the following persons: 

(1) Organizations incorporated for religious purposes and other organi- 


zations operated, supervised, or controlled by or in connection with a religious 
or community chest organization ; 





1 of 


ion, 
pa- 
erty 
nor 
> or 
half 
yusi- 
din 
lude 
ined 
this 


s of 
this 
| file 
tate, 


licit 
hom 


tors, 
re to 


ons; 
unds 


‘ted; 
etail 


paid 


each 
- and 


ppro- 
ecific 


9 the 


etary 
fficer 


Five 


int to 
thout 


onors 
Okla- 
s Act 


isions 


rgani- 
igious 


FEDERAL AGENCIES AND PHILANTHROPIES 201 


(2) Educational institutions when solicitations of contributions are con- 
fined to its student body and their families, alumni, faculty, and trustees; 

(3) Fraternal, patriotic, civic, and social organizations when solicitation 
of contributions is managed by its own membership without paid solicitors; 

(4) Persons requesting any contributions for the relief of an individual, 
specified by name at the time of the solicitation, if all of the contributions 
collected, without any deductions whatsoever, are turned over to the named 
beneficiary ; 

(5) The American National Red Cross and its chapters and other units 
chartered and otherwise regulated by the Board of Governors of said Red 
Cross (Laws 1955, p. 195, § 4). 

§ 551.5 Annual and special reports—Contents. 

On or before March 31 of each year every charitable organization subject to 
the provisions of this Act which has received contributions during the previous 
calendar year shall file the following information in the manner hereinbefore 
provided and on forms to be provided by the Secretary of State: 

(1) The gross amount of the contributions pledged or collected; 

(2) The amount thereof given or to be given to the charitable purpose 
represented ; 

(3) The aggregate amount paid and to be paid for the expenses of such 
solicitation ; 

(4) The aggregate amount paid to and to be paid to professional fund 
raisers and solicitors. 

In addition, the Secretary of State may require that within ninety (90) days 
after the close of any special period of solicitation the charitable organization 
conducting such solicitation shall file a special report of the information specified 
in this Section for such special period of solicitation. 

Such report when filed shall become a public record in the office of the Secre- 
tary of State (Laws 1955, p. 195, § 5). 

§ 551.6 Records—Inspection 

Every charitable organization subject to the provisions of this Act shall keep 
a full and true record in such form as will enable such charitable organization 
accurately to provide the information required by this Act. All records required 
hereunder shall be open to inspection at all times by the Secretary of State 
and his employees, and upon demand shall be presented to the Secretary of 
State for inspection (Laws 1955, p. 195, § 6). 

§ 551.7 Professional fund raisers—Registration—Fees—Bond 

No person shall act as a professional fund raisers for any charitable organiza- 
tion, including those organizations listed under Section 4 of this Act, until he 
has first registered with the Secretary of State. Applications for such regis- 
tration shall be in writing, under oath, in the form prescribed by the Secretary 
of State and shall be accompanied by an annual fee in the sum of Fifty Dollars 
($50.00). The applicant shall at the time of making application, file with, and 
have approved by, the Secretary of State a bond in which the applicant shall 
be the principal obligor, in the sum of Twenty-five Hundred Dollars ($2,500.00), 
with one or more sureties whose liability in the aggregate as such sureties will 
at least equal the said sum. The said bond shall run to the Secretary of State 
for the use of the State and to any person, including a charitable organization, 
who may have a cause of action against the obligor of said bond for any mal- 
feasance or misfeasance of such obligor or any professional solicitor employed 
by him in the conduct of such solicitation. Registration when effected shall be 
for a period of one (1) year, expiring on the thirty-first day of August, and may 
be renewed upon the filing of the bond and fee prescribed herein for additional 
one (1) year periods (Laws 1955, p. 195, § 7). 

§ 551.8 Contracts 

All contracts entered into by such professional fund raisers and charitable 
organizations shall be in writing and true and correct copies thereof shall be 
kept on file in the offices of the charitable organization and the professional fund 
raiser for a period of three (3) years from the date of solicitation of con- 
tributions provided for therein actually commences. Such contracts shall be 
available for inspection and examination by the Secretary of State and other 
authorized agencies (Laws 1955, p. 195, § 8). 

§ 551.9 Professional solicitors—Registration—Fees 

very professional solicitor employed or retained by a professional fund 
raiser required to register pursuant to this Act shall, before accepting employ- 
ment by such professional fund raiser, register with the Secretary of State. 
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Application for such registration shall be in writing, under oath, in the form 
prescribed by the Secretary of State, and shall be accompanied by a fee in the 
sum of Ten Dollars ($10.00). Such registration when effected shall be for a 
period of one (1) year, expiring on the thirty-first day of August, and may be 
renewed upon the payment of the fee prescribed herein, for additional one (1) 
year periods (Laws 1955, p. 196, § 9). 

§ 551.10 Use of names without consent. 

No charitable organization, professional fund raiser, or professional solicitor, 
seeking to raise funds for charitable purposes, shall use the name of any other 
person for the purpose of soliciting contributions in this State without the writ- 
ten consent of such other person (Laws 1955, p. 196, § 10). 

§ 551.11 Use of names appearing on charitable organization’s stationery, etc. 

It shall be deemed a violation of this Act to use the name of a person for the 
purpose of soliciting contributions if such person’s name is listed on any sta- 
tionery, advertisement, brochure or correspondence of a charitable organization 
or his name is listed or referred to as one who has contributed to, sponsored or 
endorsed the charitable organization or its activities (Laws 1955, p. 196, § 11). 

§ 551.12 Prosecutions by County Attorney or Attorney General—Injunctions. 

An action for violation of this Act may be prosecuted by any County Attorney 
of this State or by the Attorney General or by any member of the staff or said 
officials. 

Whenever a County Attorney or the Attorney General of this State shall have 
reason to believe that any charitable organization, professional fund raiser, or 
professional solicitor is operating in violation of the provisions of this Act, or, 
there is employed or is about to be employed in any solicitation or collection of 
contributions for a charitable organization any device, scheme, or artifice to de- 
fraud or for obtaining money or property by means of any false pretense, rep- 
resentation or promise, in addition to any other action authorized by law, he shall 
institute in any district court of this state an injunctive action in the name, and 
on behalf, of the people of the State of Oklahoma against such charitable or- 
ganization and any other person who has participated or is ahout to participate 
in such solicitation or collection by employing such device, scheme, artifice, false 
representation or promise. Said action shall be for the purpose of enjoining such 
charitable organization or other person from continuing such solicitation or col- 
lecting or engaging therein or doing any acts in furtherance thereof, or to cancel 
any registration statement previously filed with the Secretary of State. 

The County Attorney in any County in this State or the Attorney General 
shall exercise the authority granted in this Section against any charitable organ- 
ization which operates under the guise or pretense of being an organization ex- 
empted by the provisions of Section 4 of thic Act and is not in fact an organiza- 
tion entitled to such exemption (Laws 1955, p. 196, § 12). 

§ 551.13 Service of process upon Secretary of State. 

Any charitable organization, professional fund raiser or professional solicitor, 
resident or having his or its principal place of business without the State of 
Oklahoma or organized under and by virtue of the laws of a foreign state who 
or which shall solicit contributions from people in this State, shall be deemed 
to have irrevocably appointed the Secretary of State as his or its agent upon 
whom may be served any summons, subpoena, subpoena duces tecum or other 
process directed to such charitable organization, or any partner, principal, officer, 
or director thereof, or to such professional solicitor, in any action or proceed- 
ing brought by the Attorney General under the provisions of this Act. Service 
of such process upon the Secretary of State shall be made by personally deliv- 
ering to and leaving with him or an assistant Secretary of State a copy thereof 
at the office of the Secretary of State in the city of Oklahoma City, and such 
service shall be sufficient service provided that notice of such service and a copy 
of such process are forthwith sent by the Attorney General to such charitable 
organization, professional fund raiser or professional solicitor by registered mail 
with return receipt requested, at his or its office as set forth in the registration 
form required to be filed by this Act, or in default of the filing of such form, at 
the last address known to the Attorney General. Service of such process shall be 
complete ten (10) days after the receipt by the Attorney General of a return 
receipt purporting to be signed by the addressee or a person qualified to receive 
his or its registered mail, in accordance with the rules and customs of the post 
office department, or, if acceptance was refused by the addressee or his or its 
agent, ten (10) days after the return to the Attorney General of the original 
envelope bearing a notation by the postal authorities that receipt thereof was 
refused (Laws 1955, p. 196, § 13). 
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§ 551.14 Powers and duties not restricted. 

This Act shall not be construed to limit or to restrict the exercise of the pow- 
ers or the performance of the duties of the Attorney General or of any County 
Attorney of this State which they otherwise are authorized to exercise or per- 
form under any other provision of law (Laws 1955, p. 197, § 14). 

§ 551.15 Penalties. 

Any person violating the provisions of this Act, including the filing of false 
information hereunder, shall, upon conviction, be punished by a fine not to exceed 
Five Hundred Dollars ($500.00), or by imprisonment for one (1) year in the 
State Penitentiary, or by both such fine and imprisonment, and every officer or 
agent of a charitable organization who authorizes or conducts illegal solicita- 
tions, shall be jointly and severally liable for such fine (Laws 1955, p. 197, § 15). 

§ 551.16 Provisions severable. 

The provisions of this Act are severable, and if any part or provision hereof 
shall be void, the decision of the court so holding shall not affect or impair any 
of the remaining parts or provisions of this Act (Laws 1955, p. 197, § 16). 


Oregon (ORS) 


61.710. Contents, verification, and filing of solicitor’s report. All persons, 
corporations, societies or other organizations, except those specified in ORS 
61.730, that solicit funds for chartiable, benevolent, eleemosynary, political, 
educational, or religious purposes and collect more than $250 in any calendar 
year shall file, on or before February 15, with the county clerk of each county 
in which the funds were solicited, a detailed report showing the amount of the 
funds received or disposed of during the year ending December 31 preceding. 
The report shall contain a detailed list of all salaries and wages paid and ex- 
penses allowed to any officer, employee, agent or other person, giving his name, 
and of all moneys expended for supplies, equipment, and other expenses. This 
report shall be verified by the person soliciting the funds under his own author- 
ity, and if filed by a corporation, society, or other organization by its managing 
officer or agent. 

61.720. Audit of accounts of solicitor. Upon petition of 10 persons who con- 
tributed funds during any calendar year to any person or organization enum- 
erated in ORS 61.710, the circuit court of the county in which such person or 
organization resides or has its principal office shall appoint a competent certified 
publie accountant to audit the accounts of such person or organization pertain- 
ing to funds solicited, and shall file his report with the county clerk of the 
county. The cost of the audit shall be paid by the petitioners. It shall be the 
duty of the person having custody of any of the records or books of account of 
the person or organization pertaining to the receipt or expenditures of any such 
funds, to place them at the disposal of any person appointed to audit the ac- 
counts, pursuant to the provisions of this section. 

61.730. Institutions and societies excepted. Any educational institution so- 
liciting funds solely for the use of that institution, or any lodge, club, or other 
similar society soliciting funds only from members, or any political committee 
required to file a report under the provisions of ORS 260.070, or any church or 
religious organization or society soliciting funds only from its members or mem- 
bers of its congregation, shall not be subject to ORS 61.710 to 61.740. 

61.740. Reports by hodies receiving aid from community chest and soliciting 
funds. Any corporation, society or organization receiving funds from any com- 
munity chest, or similor organization, that solicits funds from the public for the 
purposes specified in ORS 61.710 shall file a report as required by that section. 

61.990 Penalties. (1) Violation of ORS 61.710, 61.720 or 61.740 is punishable 
upon conviction by a fine not exceeding $250. 

(2) In ease funds are solicited by a corporation, society, or other organiza- 
tion and no report is made as required by ORS 61.710 or 61.740, its officers, 
managing committee or managing director shall upon conviction be fined not more 
than $250. 

(3) Any person who prepares or files, or assists in preparing or filing, a re- 
port required by ORS 61.710 to 61.740 that is false or fraudulent shall be pun- 
ished upon conviction by imprisonment in the penitentiary for not more than 
five years. 

Pennsylvania (Purdon’s Pennsylvania Statutes, Ann., 1957 Supp.) 


§ 141. Soliciting for charitable purposes unlawful without registration. Thirty 
days after the approval of this act it shall be unlawful for any person, copartner- 
ship, association, or corporation, except in accordance with the provisions of this 
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act, to appeal to the public for donations or subscriptions in money or in other 
property, or to sell or offer for sale to the public any thing or object whatever to 
raise money, or to secure or attempt to secure money or donations or other prop- 
erty by promoting any public bazaar, sale, entertainment, or exhibition, or by any 
similar means for any charitable, benevolent, or patriotic purpose, or for the pur- 
pose of ministering to the material or spiritual needs of human beings, either in 
the United States or elsewhere, or of relieving a suffering of animals, or of incul- 
eating patriotism, unless the appeal is authorized by and the money or other prop- 
erty is to be given to a corporation, copartnership, or association holding a valid 
certifie>te of registration from the Department of Publie Instruction, issued as 
herein provided. As amended 1951, June 28, P. L. 922, § 1. 

(The functions of the Department of Public Instruction as set forth in sections 
141 to 151 of this title are transferred to the Department of State by Reorganiza- 
tion Plen No. 2 of 1955, and those sections are suspended in so far as they con- 
flict with the plan. See section 751-2 of Title 71, State Government. ) 

§ 148. Statement filed by applicant. 

Any corporation, copartnership, or association desiring to obtain a certificate 
of registration for any of such purposes shall file with the Department of Public 
Instruction, on blanks prepared by the department, a statement verified by an 
officer of the corporation, copartnership, or association, and containing such in- 
formation as the Department of Public Instruction may require. Other state- 
ments shall be filed from time to time under oath containing such information as 
the department may require. As amended 1951, June 28, Public Law 922, § 1. 

(The functions of the Department of Public Instruction as set forth in sectiors 
141 to 151 of this title are transferred to the Department of State by Reorgani- 
zation Plan No. 2 of 1955, and those sections are suspended insofar as they con- 
flict with the plan. See section 751-2 of Title 71, State Government. ) 

§ 144. Certificate of registration ; commissions of solicitor. 

If the Department of Public Instruction deems the corporation, copartnership, 
or association filing such statement a proper one and not inimical to the public 
welfare or safety and its appeal or proposed appeals to be for truly charitable, 
benevolent, or patriotic purposes, or for the purpose of ministering to the mate- 
rial or spiritual needs of human beings in the United States or elsewhere, or 
of relieving suffering of animals, or of inculeating patriotism, it shall issue 
to such corporation, copartnership, or association filing the required statement, 
a certificate of registration for the particular purpose described and for the 
necessary period: but the department shall not issue any certificate of regis- 
tration to any such corporation, copartnership, or association which pays or 
agrees to pay to any individual, corporation, copartnership, or association, a 
commission or compensation in excess of fifteen per centum of the amount col- 
lected, or the sale price of anything or object, or the gross receipts from any 
public bazaar, sale, entertainment, or exhibition, or any similar means for 
services; and the department shall revoke any certificate of registration, which 
may be granted if and when any corporation, copartnership, or association, shall 
pay or agree to pay an amount in excess of fifteen per centum, as herein pro- 
vided. If the department deems the corporation, copartnership, or association 
an improper one, or the purposes of its appeal improper under the provisions 
of this act, it shall refuse to issue a certificate of registration. No registration 
certificate shall be valid for a longer period than one year from its date of 
issue. The Department of Public Instruction, before granting a certificate 
as herein provided, may hold such hearings as may be deemed necessary to 
satisfy itself that the copartnership, association, or corporation filing a state- 
ment is entitled to a certificate of registration in accordance with this act. As 
amended 1951, June 28, P. L. 922, § 1. 

(The functions of the Department of Public Instruction as set forth in 
sections 141 to 151 of this title are transferred to the Department of State by 
Reorganization Plan No. 2 of 1955, and those sections are suspended, insofar 
as they conflict with the plan. See section 751-2 of Title 71, State Government.) 

§ 145. Cancellation of certificate for failure to file statement. 

If any statement required by the Department of Public Instruction is not filed, 
the department shall notify the delinquent corporation, copartnership, or asso- 
ciation by mailing a notice to its or his last known address, and if the statement 
be not filed within two weeks after the mailing of such notice, the department 
shall cancel its certificates of registration. The department may also cancel 
any certificate of registration whenever the copartnership, association, or corpora- 
tion holding a certificate of registration engages in practices deemed sufficient in 
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the discretion of the department to refuse a certificate of registration. As 
amended 1951, June 28, P. L. 922, § 1. 

(The functions of the Department of Public Instruction as set forth in sections 
141 to 151 of this title are transferred to the Department of State by Reorganiza- 
tion Plan No. 2, of 1955, and those sections are suspended in so far as they conflict 
with the plan. See section 751-2 of Title 71, State Government.) 

§ 147. Registration by solicitor with Department of Welfare; written author- 
ity ; amount of bonus or compensation. 

(a) No person, corporation, copartnership or association, Wheresoever situate, 
shall solicit or collect contributions in money or other property for any of the 
purposes set forth in section one of this act. 

(1) For or on behalf of any person, corporation, copartnership or association, 
nor manage, direct or supervise such solicitation or collections, nor furnish the 
plan or method therefor, all exceptions or exemptions contained in section eleven 
of this act to the contrary notwithstanding. 

(2) And accept or receive pay, bonus or compensation for so doing, the 
amount or value of which in one year shall exceed one hundred fifty dollars 
($150) either in money or other thing of value, whether as wages, salary, 
commission, expenses, fees, for supervision or charges for the use of any plan 
or method. 

(3) Unless he or it shall have first registered with the Department of Public 
Instruction and given to it such information relative to his or its solicitation 
activity as may be required from time to time by the said department’s rules 
or regulations. 

(b) It shall be unlawful for any person, corporation, copartnership or asso- 
ciation, so registering, to use or exploit the fact of his or its having so registered 
to lead the public to believe that such registration in any wise constitutes an 
endorsement or certification of him or it, or of any cause or organization for 
which he or it, is soliciting or collecting. 

(c) No person, corporation, copartnership, or association may solicit or collect 
any contributions in money or other property for, or on behalf of any charitable 
corporation, copartnership, or association, as hereinbefore defined, without a 
written authorization from the corporation, copartnership, or association for 
which the contribution is made and the autorization must be shown to any per- 
son on request. The authorization must be signed by an officer of the corporation 
or a member of the copartnership or association for which the contribution is 
collected, and must set forth the percentage of collection, bonus, or other com- 
pensation for collection to be paid to the person, corporation, copartnership, or 
association so soliciting or collecting contributions. 

(d) No person, or corporation, copartnership, or association may accept or 
receive any bonus or compensation as set forth in subsection (a) hereof, ex- 
ceeding fifteen percent of the gross sum of money or value of property actually 
collected. 

(e) Any person, corporation, copartnership, or association which has accepted 
or received a bonus or compensation for collecting or soliciting, as set forth in 
subsection (a) hereof, exceeding fifteen percent of the amount of money or 
value of property actually collected shall be obliged to repay or return the 
excess together with treble damages. Any charitable corporation, copartnership, 
or associatien, as defined by section one of this act, may sue for and recover 
either in assumpsit or trespass such excess, notwithstanding the fact that the 
officers of such charitable organization may have contracted in its name to pay 
such excessive compensation or bonus. As amended 1947, June 5, P. L. 474, § 1; 
1951, June 28, P. L. 922, § 2. 

(The functions of the Department of Public Instruction as set forth in sections 
141 to 151 of this title are transferred to the Department of State by Reorganiza- 
tion Plan No. 2 of 1955, and those sections are suspended insofar as they conflict 
with the plan. See section 751—2 of Title 71, State Government.) 

§ 148. Forms for statements; regulations. 

The Department of Public Instruction may prescribe a form for all statements 
and accounts, which shall be in such detail as may be prescribed by the depart- 
ment by regulation. The department may make other rules and regulations 
necessary for the purpose of carrying out the provisions of this act. As amended 
1951, June 28, P. L. 922, § 2. 

(The functions of the Department of Public Instruction as set forth in sections 
141 to 151 of this title are transferred to the Department of State by Reorgani- 
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zation Plan No. 2 of 1955, and those sections are suspended insofar as they con- 
flict with the plan. See section 751—2 of Title 71, State Government.) 

§ 149. Fees; refund. 

A fee of ten dollars shall be paid to the Department of Public Instruction by 
every association, copartnership, or corporation at the time of filing the original 
statement. All fees shall be paid by the department into the State Treasury 
through the Department of Revenue. 

When a certificate of registration has been applied for, but the application is 
thereafter withdrawn or not proceeded with, the fee, provided by this section, 
paid at the time of filing the statement, shall be refunded to the party paying the 
same, and for such purposes, any moneys in the General Fund are hereby appro- 
priated, but nothing herein contained shall authorize a refund where an applica- 
tion for registration has been refused. As amended 1951, June 28, P. L. 922, § 1. 

(The functions of the Department of Public Instruction as set forth in sections 
141 to 151 of this title are transferred to the Department of State by Reorganiza- 
tion Plan No. 2 of 1955, and those sections are suspended insofar as they conflict 
with the plan. See Section 751—2 of Title 71, State Government.) 

§ 150. Violations ; penalties ; injunction. 

(a) Any person or any corporation, copartnership, or association which 
violates any of the provisions of this act, or any rules or regulations made 
under the authority hereof, shall upon summary conviction before any magistrate, 
alderman, or justice of the peace, be sentenced to pay a fine not to exceed one 
hundred dollars ($100) and in case of an individual in default of payment there- 
of, to undergo imprisonment not to exceed ten (10) days. 

(b) Any person who, or any corporation, copartnership, or association which, 
within the period of two (2) years, shall commit two (2) or more violations of 
the provisions of this act, or any rules or regulations made under the authority 
hereof, or shall give false or incorrect information to the Department of Public 
Instruction in filing statements or reports required by this act or by such rules 
and regulations, whether such report or statement is verified or not shall be 
guilty of a misdemeanor, and punishable by a fine of not less than one hundred 
dollars ($100) or more than one thousand dollars ($1,000) and in the case of an 
individual, in addition to the said fine, may be punishable by imprisonment of 
not more than one (1) year. 

(c) The courts of equity of this Commonwealth are hereby given power upon 
the application of the Attorney General of this Commonwealth, or the district 
attorney of the proper county, to issue injunctions both temporary and permanent, 
to restain the commission of acts forbidden by the provisions of this act, which 
power is in addition to all other powers conferred by law upon such courts of 
equity. As amended 1947, June 5, P. L. 474, § 2; 1951, June 28, P. L. 922, § 3. 

(The functions of the Department of Public Instruction as set forth in sections 
141 to 151 of this title are transferred to the Department of State by Reorgani- 
zation Plan No. 2 of 1955, and those sections are suspended insofar as they con- 
flict with the plan. See section 751—2 of Title 71, State Government.) 

§ 151. Organizations exempt. 

This act shall not apply to fraternal organizations, national service or- 
ganizations, civic organizations, or nonprofit corporations incorporated under 
the laws of the Commonwealth which have obtained and is maintaining an exempt 
status with the Director of Internal Revenue from the payment of income tax 
to the Federal government, nor to organizations composed of mothers of men or 
women who have died while in the Armed Services of the United States, nor to 
religious organizations, raising funds for religious purposes, colleges, schools, 
universities, or associations of alumni or alumnae thereof, raising funds for 
fellowships or scholarships, national service clubs or local associations raising 
funds for child-welfare projects, federated women’s clubs, labor unions, munici- 
palities, or subdivisions thereof, nor to charitable institutions or agencies 
required by the provisions of existing law to file reports with the Department of 
Public Instruction or with any other department or office of the Commonwealth, 
nor to any war veterans’ organization or any subordinate units thereof, when- 
ever the purpose for which it is soliciting funds has been approved by the 
Department of Military Affairs. As amended 1943, May 3, P. L. 150, § 1, 1943, 
May 21, P. L. 280, § 1; 1945, May 22, P. L. 844, No. 341, § 1; 1951, June 28, 
P. L. 922, § 4; 1953, June 19, P. L. 292, § 1; 1955, April 7, P. L. 22, § 1. 

(The functions of the Department of Public Instruction as set forth in sections 
141 to 151 of this title are transferred to the Department of State by Reorganiza- 
tion Plan No. 2 of 1955, and those sections are suspended insofar as they conflict 
with the plan. See section 751—2 of Title 71, State Government.) 
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Rhode Island 

(There is no applicable legislation.) 
South Carolina 

(There is no applicable legislation. ) 
South Dakota 

(There is no applicable legislation. ) 
Tennessee 

(There is no applicable legislation. ) . 
Teras 

(There is no applicable legislation. ) 
Utah 


Utah Code Annotated, Vol. 8, 1957 (supplement). 

76-64-1. Definitions—As used in this act: “person’ means any individual, 
organization, group, association, partnership, corporation, or any combination 
of them; “professional fund raiser” means any person who for compensation or 
any other consideration plans, conducts, or manages in this state the solicitation 
of contributions for or on behalf of any charitable organization or any other 
person, or who engages in the business of, or holds himself out to persons in this 
state as independently engaged in the business of soliciting contributions for such 
purpose, but shall not include a bona fide officer or employee of a charitable 
organization ; “professional solicitor’? means any person who is employed or re- 
tained for compensation by a professional fund raiser to solicit contributions 
in this state for charitable purposes; “charitable organization” means any bene- 
volent, philanthropic, patriotic, or eleemosynary person or one purporting to be 
such; “contribution” means the promise or grant of any money or property of 
any kind or value (History: L. 1955, ch. 79, § 1). 

Title of Act: An act to prohibit the unauthorized use of names in the solicita- 
tion of funds for charitable purposes, and declaring the violation thereof to be 
a misdemeanor. 

76-64-2. Use of name of person for purposes of soliciting contributions with- 
out consent prohibited—Exception.—No charitable organization, professional 
fund raiser, or professional solicitor, seeking to raise funds for charitable pur- 
poses, shall use the name of any other person for the purpose of soliciting con- 
tributions in this state without the written consent of such other person; pro- 
vided, that this section shall not apply to religious corporations or associations, 
and charities, agencies, and organizations operated, supervised, or controlled by 
or in connection with a religious corporation or organization (History: L. 1955, 
ch. 79, § 2). 

76-64-83. Use of name of person on stationery or referring to one as one who 
contributed to, sponsored, or endorsed the charitable organization without con- 
sent prohibited.—It shall be deemed to be a violation of this act to use, without 
written consent, the name of a person for the purpose of soliciting contributions 
if such person’s name is listed on any stationery, advertisement, brochure, or 
correspondence of a charitable organization or his name is listed or referred to 
as one who has contributed to, sponsored, or endorsed the charitable organization 
or its activity (History : L. 1955, ch. 79, § 3). 

76-644. Violation of act a misdemeanor.—Any person who violates the pro- 
visions of this act is guilty of a misdemeanor (History: L. 1955, ch. 79. § 4). 
Vermont 

(There is no applicable legislation. ) 

Virginia 

There is no applicable legislation since Sec. 57-41 to 57-43 were repealed by 
Acts 1954, c. 146 as of March 5, 1954. However, Secs. 57-40 and 57-44 through 
57-47 of the Code of 1950 are still in effect and they provide as follows: 

§ 57-40. Keeping and inspection of books.—Every person, firm, corporation 
or association, soliciting subscriptions or contributions to any cause or thing, 
except as hereinafter provided, shall keep adequate books showing all sums 
of money collected and how, to whom, and for what disbursed. Receipts shall 
be kept itemized to as great an extent as may be practicable, and disbursements 
shall in all cases be itemized and not shown merely by totals. 
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The books aforesaid shall be kept at some reasonably accessible place with- 
in the limits of this State and shall at all times be open to the inspection of 
the State Corporation Commission. Such books, however, need not be preserved 
for a longer period than two years after solicitation has ceased. (1924, p. 515; 
Michie Code 1942, § 59a ; 1948, p. 800.) 

§ 57-44. Exemptions.—This chapter shall not apply to subscriptions or 
contributions solicited by any church or other purely religious body or congre- 
gation, or political party nor shall it apply in any case where less than one 
hundred and twenty-five persons are jointly or severally solicited for sub- 
scriptions or contributions nor shall it apply to purely business enterprises. 
(1924, p. 515 ; Michie Code 1942, § 59a ; 1948, p. 801.) 

§ 57-45. Liability imposed by other laws not decreased.—Nothing contained 
in this chapter shall be construed as making lawful any act of omission which 
is now unlawful, or as decreasing the liability, civil or criminal, of any person, 
firm, or corporation or association, imposed by existing laws. (1924, p. 515; 
Michie Code 1942, § 59a.) 

§ 57-46. Penalty for violation—Any person, firm, corporation or association 
failing to keep the books required by this chapter, or otherwise violating the 
same, shall be subject to a fine of not exceeding five hundred dollars, and for 
each week’s failure, after the first conviction, a further fine of five hundred dol- 
lars shall be imposed on every subsequent conviction. (1924, p. 515; Michie Code, 
1942, § 59a.) 

§ 57-47. Prosecution of unincorporated associations.—Prosecutions of unin- 
corporated associations under this chapter shall be against the officers thereof. 
(1924, p. 515 ; Michie Code 1942, § 59a.) 

Washington 

(There is no applicable legislation.) 
West Virgina 

(There is no applicable legislation. ) 
Wisconsin 

West’s Statutes, Ann., 1957. 

There is no applicable legislation, but note the following provision: 

§ 100.18. Fraudulent advertising. 

(4) It shall be deemed deceptive advertising, within the meaning of this 
section, for any person, firm or corporation to take donations or sell merchan- 
dise or tickets of admission or solicit programs or any other advertising when 
any part of the proceeds will be donated to any organization or fund, unless 
said advertising shall contain a correct statement of the amount to be donated 
to any such organization or fund, set out substantially in the following manner: 
(a) the minimum amount stated in dollars; or (b) the minimum percentage of 
the gross income; or (c) the minimum percentage of the net income. If the 
amount to be donated is to be based on the net income such donor shall file with 
the secretary or treasurer of the fund or organization receiving the donation 
before commencing such advertising, an itemized statement, under oath, setting 
forth the maximum amounts to be deducted from gross income in determining 
the net income. Such statement shall be open to examination by the public. 
If merchandise is to be received and donated to such organization or fund, with- 
out change of form, the advertising shall state what percentage of the total 
amount of merchandise collected will be donated to such organization or fund. 
Wyoming 

(There is no applicable legislation. ) 


ADDENDUM 
District of Columbia 

(Public Law 85-87, 85th Cong., H. R. 3400, July 10, 1957 (71 Stat. 278) :) 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“District of Columbia Charitable Solicitation Act”. 

Sec. 2. As used in this Act— 

(a) The term “Commissioners” means the Commissioners of the District of 
Columbia, sitting as a board, or any agent or agency designated by them to 
perform any function vested in the Commissioners by this Act. 
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(b) The term “registrant” means the holder of a valid certificate of regis- 
tration duly issued under the terms of this Act. 

(c) “Solicit” and “solicitation” mean the request directly or indirectly for 
any contribution on the plea or representation that such contribution will or 
may be used for any charitable purpose, and also mean and include any of the 
following methods of securing contributions : 

(1) Oral or written request ; 

(2) The distribution, circulation, mailing, posting, or publishing of 
any handbill, written advertisement, or publication; 

(3) The making of any announcement to the press, over the radio, by 
television, by telephone, or telegraph concerning an appeal, assemblage, 
athletic or sports event, bazaar, benefit, campaign, contest, dance, drive, 
entertainment, exhibition, exposition, party, performance, picnic, sale, or 
social gathering, which the public is requested to patronize or to which the 
public is requested to make a contribution; 

(4) The sale of, offer, or attempt to sell, any advertisement, advertising 
space, book, card, magazine, merchandise, subscription, ticket of admission, 
or any other thing, or where the name of any charitable person is used 
or referred to in any such appeal as an inducement or reason for making 
any such sale, or when or where in connection with any such sale, any 
statement is made that the whole or any part of the proceeds from any such 
sale will go or be donated to any charitable purpose. 

A “solicitation” as defined herein shall be deemed completed when made, 
whether or not the person making the same receives any contribution or makes 
any such sale. 

(d) “Charitable” means and includes philanthropic, social service, patriotic, 
welfare, benevolent, or educational (except religious education), either actual 
or purported. 

(e) “Contribution” means and includes alms, food, clothing, money, subscrip- 
tion, credit, property, financial assistance, or donations under the guise of a 
loan of money or property. 

(f) “Person” means any individual, firm, copartnership, corporation, com- 
pany, association, or joint stock association, church, religious sect, religious 
denomination, society, organization, or league, and includes any trustee, re- 
ceiver, assignee, agent, or other similar representative thereof. 

Sec. 3. (a) The Commissioners are authorized and empowered— 

(1) to administer and enforce the provisions of this Act; 

(2) to investigate the allegations of any application for a certificate of 
registration ; 

(3) to have access to and inspect and make copies of all the financial 
books, records, and papers of any person making any solicitation or on 
whose behalf any solicitation is made; 

(4) to investigate at any time the methods of making or conducting any 
solicitation ; 

(5) to issue a certificate of registration to any person filing an applica- 
tion pursuant to this Act; 

(6) to suspend or revoke any certificate of registration or solicitor in- 
formation card, on the ground that the holder of such certificate or card 
has violated any provision of this Act or any regulation promulgated pur- 
suant thereto. The Commissioners shall give to the interested person or 
persons an opportunity for a hearing after reasonable notice thereof before 
suspending or revoking any such certificate or card; 

(7) to prescribe by regulation the form of and the information to be 
contained in the solicitor information cards required by this Act, and to 
prescribe the manner of reproduction and authentication of such cards; and 

(8) to publish, in any manner they deem appropriate, the results of any 
investigation authorized by this Act. The Commissioners shall, in publish- 
ing the results of any such investigation, have power to publish information 
concerning the officers and members of the governing board of any organiza- 
tion coming within the purview of this Act: Provided, That such information 
shall not include membership and contribution lists of any such organization. 

(b) The Commissioners are authorized to prescribe and collect fees for the 
filing of applications, issuance of certificates of registration, and any other 
service which this Act authorizes to be performed by the Commissioners. The 
Commissioners shall fix such fees in such amounts as will, in their judgment, 
approximate the cost to the District of Columbia of such services. In fixing such 
fees, the Commissioners may, in their discretion, prescribe either uniform fees 
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or varying schedules of fees based on actual or estimated amounts solicited 
or to be solicited by registrants or applicants for certificates of registration. 
No fees may be fixed pursuant to this section until after a public hearing has 
been held thereon pursuant to reasonable notice thereof. 

Sec. 4. (a) No person shall solicit in the District of Columbia unless he holds 
a valid certificate of registration authorizing such solicitation. 

(b) The provisions of this Act shall not apply to any person making solicita- 
tions, including solicitations for educational purposes, solely for a church or a 
religious corporation or a corporation or an unincorporated association under 
the supervision and control of any such church or religious corporation: Provided, 
That such church, religious corporation, corporation, or unincorporated associa- 
tion is an organization which has been granted exemption from taxation under 
the provisions of section 501 of the Internal Revenue Code of 1954: Provided 
further, That such exemption from the provisions of this Act shall be in effect 
only so long as such church, religious corporation, corporation, or unincorporated 
association shall be exempt from taxation under the provisions of section 501 
of the Internal Revenue Code of 1954. 

(c) The provisions of subsection (a) of this section and sections 5, 6, 7, and 
9 shall not apply to any person making solicitations (1) solely for the American 
National Red Cross or (2) exclusively among the membership of the soliciting 
agency. 

(d) The Commissioners may by regulation prescribe the terms and conditions 
under which solicitations in addition to those enumerated in subsection (b) 
of this section may be exempted from the provisions of subsection (a) of this 
section and sections 6 and 7: Provided, That no exemption granted under au- 
thority of this subsection (d) shall exceed for any calendar year $1,500 in money 
or property. 

Sec. 5. (a) Application for such certificate of registration shall be made upon 
such form or forms as shall be prescribed by the Commissioners, shall be sworn 
to and shall be filed with the Commissioners at least fifteen days prior to the time 
when the certificate of registration applied for shall become effective. Each 
such application shall contain such information as the Commissioners shall by 
regulation require. 

(b) If, while any application is pending, or during the term of any certificate 
of registration granted thereon, there is any change in fact, policy, or method 
from the information given in the application, the applicant or registrant shall 
within ten days after such change report the same in writing to the Commis- 
sioners. 

(ec) The Commissioners shall issue a certificate of registration within ten 
days after the filing of an application therefor: Provided, That, whenever in the 
opinion of the Commissioners the application does not disclose sufficient infor- 
mation required by this Act or the regulations made pursuant thereto, to be 
stated in such application, then the applicant shall file in writing, within 48 
hours, exclusive of Sundays and legal holidays, after a demand therefor made 
by the Commissioners, such additional information as may be required by said 
Commissioners : Provided further, That the Commissioners for good cause shown 
by the applicant may extend the time for filing such additional information: 
Provided further, That the Commissioners may withhold the issuance of a 
certificate of registration until such additional information is furnished. Each 
certificate of registration shall be valid for such period of time as shall be 
specified therein. 

Sec. 6. (a) No individual shall solicit in the District of Columbia unless he 
exhibits a solicitor information card or a copy thereof, produced and authenti- 
eated as provided in regulations made pursuant to this Act, and reads it to the 
person solicited, or presents it to said person for his perusal, allowing him suffi- 
cient opportunity to read such card before accepting any contribution so 
solicited. 

(b) No individual shall solicit in the District of Columbia by printed matter 
or published article, or over the radio, television, telephone, or telegraph, unless 
such publicity shall contain the data and information required to be set forth 
on the solicitor information card: Provided, That when any solicitation is made 
by telephone, the solicitor shall present to each person who consents or indicates 
a willingness to contribute, prior to accepting a contribution from said person, 
such solicitor information card or a copy thereof produced and authenticated as 
provided in regulations made pursuant to this Act. 
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Sec. 7. Each registrant shall, within thirty days after the period for which 
a certificate of registration has been issued, and within thirty days after a de 
mand therefor by the Commissioners, file a report with the Commissioners, stat- 
ing the contributions secured as a result of any solicitation authorized by such 
certificate and in detail all expenses of or connected with such solicitation, and 
showing exactly for what use and in what manner all such contributions were 
or are intended to be dispensed or distributed. 

Sec. 8. No person shall make or cause to be made any representation that the 
issuance of a certificate of registration or of a solicitor information card is a 
finding by the Commissioners (1) that the statements contained in the regis- 
trant’s application are true and accurate, (2) that the application does not omit 
a material fact, or (3) that the Commissioners have in any way passed upon the 
merits or given approval to such solicitation. 

Sec. 9. No person shall for pecuniary compensation or consideration conduct 
or make any solicitation by telephone for or on behalf of any actual or purported 
charitable use, purpose, association, corporation, or institution. 

Sec. 10. The Commissioners may appoint an advisory committee to advise the 
Commissioners in respect to any matter related to the enforcement of this Act, 
and the members thereof shall serve without compensation. Such committee 
shall consist of not less than five nor more than nine members, whose terms shall 
be fixed by the Commissioners. The Commissioners are authorized to assign an 
employee of the District of Columbia to serve as secretary for the committee. 

Sec. 11. The Commissioners are authorized to promulgate regulations to carry 
out the purposes of this Act: Provided, That no such regulation shall be put in 
effect until after a public hearing has been held thereon. 

Sec. 12. (a) No person who is required to obtain a certificate of registration 
under this Act shall, for the purpose cf soliciting contributions, use the name of 
any other person, except that of an officer, director, or trustee of the organization 
for which contributions are solicited, without the written consent of such other 
person. 

(b) A person shall be deemed to have used the name of another person for the 
purpose of soliciting contributions if such latter person’s name is listed on any 
stationery, advertisement, brochure, or correspondence in or by which a con- 
tribution is solicited by or on behalf of a charitable organization cr his name 
is listed or referred to in connection with a request for a contribution as one 
who has contributed to, sponsored, or endorsed the charitable organization or 
its activities. 

(c) Nothing contained in this section shall prevent the publication of names 
of contributors without their written consents, in an annual or other periodic 
report issued by a charitable organization for the purpose of reporting on its 
operations and affairs to its membership or for the purpose of reporting con- 
tributions to contributors. 

Sec. 13. (a) Any person violating any provision of this Act, or regulation made 
pursuant thereto, or filing, or caused to be filed, an application or report pursuant 
to this Act, or regu'ation made pursuant thereto, containing any false ov frandu- 
lent statement, shall be punished by a fine of not more than $500, or by imprison- 
ment of net more than sixty days, or by both such fine and imprisonment. 

(b) Prosecutions for violations of this Act, or the regulations made pursuant 
thereto, shall be conducted in the name of the District of Columbia by the 
Corporation Counsel or any of his assistants. 

(c) The Corporation Counsel of the District of Columbia or any of his assist- 
ants is hereby empowered to maintain an action or actions in the United States 
District Court for the District of Columbia in the name of the District of 
Columbia to enjoin any person from soliciting in violation of this Act or in 
violation of any regulation made pursuant to this Act. 

Src. 14. Where any provision of this Act refers to an office or agency abolished 
by Reorganization Plan Number 5 of 1952 (66 Stat. 824), such reference shall be 
deemed to be the office, agency, or officer now or hereafter exercising the functions 
of the office or agency so abolished. Nothing contained in this Act shall be 
construed as a limitation on the authority vested in the Commissioners by 
Reorganization Plan Number 5 of 1952. 

Sec. 15. If any provision of this Act, or the application thereof to any persons 
or circumstances, is held invalid, the remainder of the Act, and the application 
of such provision to other persons or circumstances, shall not be affected thereby. 


Sec. 16. Such appropriations as may be necessary to carry out the purposes of 
this Act are authorized. 
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Sec. 17. The provisions of sections 10, 11, and 16 of this Act shall take effect 
upon approval of this Act and the remainder thereof shall take effect sixty days 
after the promulgation of the first regulations made pursuant to section 11 of 
this Act. 

Approved July 10, 1957. 

APPENDIX II 


SratuTes RESTRICTING GIFTS AT DEATH 


(‘Mortmain” Type Statutes) 
California (Probate Code, West’s, 1956) 

§ 41. Charitable and benevolent devises and bequests; restrictions. 

No estate, real or personal, may be bequeathed or devised to any charitable or 
benevolent society or corporation, or to any person or persons in trust for 
charitable uses, by a testator who leaves a spouse, brother, sister, nephew, niece, 
descendant, or ancestor surviving him, who, under the will, or the laws of 
succession, would otherwise have taken the property so bequeathed or devised, 
unless the will was duly executed at least 30 days before the death of the 
testator. If so executed at least 30 days before death, such devises and legacies 
shall be valid, but they may not collectively exceed one-third of the testator's 
estate as against his spouse, brother, sister, nephew, niece, descendant, or 
ancestor, who would otherwise, as aforesaid, have taken the excess over one- 
third, and, if they do, a pro rata deduction from such devises and legacies shall 
be made so as to reduce the aggregate thereof to one-third of the estate. All 
property bequeathed or devised contrary to the provisions of this section shall 
go to the spouse, brother, sister, nephew, niece, descendant, or ancestor of the 
testator, if and to the extent that they would have taken said property as afore- 
said but for such devises or legacies; otherwise the testator’s estate shall go in 
accordance with his will and such devises and legacies shall be unaffected. 

Nothing herein contained is intended to, or shall be deemed or construed to, 
vest any property devised or bequeathed to charity or in trust for charitable 
use, in any person who is not a relative of the testator belonging to one of the 
classes mentioned herein, or in any such relative, unless, and then only to the 
extent that, such relative takes the same under a substitutional or residuary 
bequest or devise in the will or under the laws of succession because of the 
absence of other effective disposition in the will (Stats. 1931, ¢c. 281, p. 589, § 41, 
as amended; Stats. 1937, c. 480, p. 1485, §1; Stats. 1948, ¢c. 305, p. 1296, § 1) 
District of Columbia (D.C. Code, Ann., 1951 edition) 

§ 19-202 [29:42]. Bequests for religious purposes. 

No devise or bequest of lands, or goods, or chattels to any minister, public 
teacher, Or preacher of the gospel, as such, or to any religious sect, order, or 
denomination, or to or for the support, use, or benefit of or in trust for any 
minister, public teacher, or preacher of the gospel, as such, or any religious sect, 
order, Or denomination, shall be valid unless the same shall be made at least one 
calendar month before the death of the testator (Mar. 3, 1901, 31 Stat. 1484, 
ch. 54, § 1635). 

Florida 

§ 731.19 Charitable devises and bequests. 

If a testator dies leaving issue of his body, or an adopted child, or the lineal 
descendants of either, or a spouse, and if the will of such testator devises or 
bequeaths the estate of such testator, or any part thereof, to a benevolent, chari- 
table, literary, scientific, religious, or missionary institution, corporation or 
association or purpose, or to this state, or to any other state or country, or to a 
county, city, or town in this or any other state or country, or to a person in trust 
for any such purpose or beneficiary, whether or not such trust appears on the 
face of the instrument making such devise or bequest, such devise or bequest 
shall be avoided in its entirety within eight months from the death of the 
testator by one or more of the above specified persons who would receive any 
interest in the devise or bequest so avoided, by filing written notice thereof in 
the probate proceedings unless said will was duly executed at least six months 
prior to the death of the testator, or unless testator, by his will duly executed 
immediately next prior to such last will and more than six months before his 
death, made a valid charitable bequest or devise in substantially the same 
amount for the same purpose or to the same beneficiary, or to a person in trust 
for the same person or beneficiary as was made in such last will. The making 
of a codicil within the six-months period before testator’s death, which codicil 
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does not substantially change a charitable devise or bequest as herein defined, 
shall not render such charitable gift ineffective under this section. This section 
shall not be construed to apply to devises or bequests m: = to ae of 
higher learning. As amended Laws 1945, c. 22783, §1; Laws 1945, ¢c. 22858, 
§ 7; Laws 1957, c. 57-243, § 1. 

Georgia (Code Ann., 1955 Supp.) 

§$ 113-107. (8851) Charitable devises. 

No person leaving a wife or child, or descendants of child, shall, by will, devise 
more than one-third of his estate to any charitable, religious, educational, or civil 
institution, to the exclusion of such wife or child; and in all cases the will con- 
taining such devise must be executed at least 90 days before the death of the 
testator, or such devise shall be void: Provided, however, that when the estate 
shall exceed $200,000 in value, the restrictions of this section shall not apply 
to such excess, and in estimating values that of a life estate under the annuity 
tables shall be included. 

Idaho (Code, 1948) 

§ 14-326. Devise to charitable uses. 

No estate, real or personal, shall be bequeathed or devised to any charitable 
or benevolent society or corporation, or to any person or persons in trust for 
charitable uses, except the same be done by will duly executed at least thirty days 
before the decease of the testator; and if so made at least thirty days prior 
to such death such devise or legacy, and each of them, shall be valid; provided, 
that no such devises or bequests shall collectively exceed one-third of the estate of 
the testator leaving lineal descendants, and in such case a pro rata deduction from 
such devises or bequests shall be made so as to reduce the aggregate thereof 
to one-third of such estate ; and all dispositions of property made contrary hereto 
shall be void, and go to the residuary legatee or devisee, next of kin, or heirs, 
according to law [R. 8., R. C., and C. L., § 5750; C. S., § 7833; 1. C. A., § 14-826]. 
Iowa (Code Ann., 1950) 

§ 633.3 Limitation on disposal by will. 

No devise or bequest to a corporation organized under the chapter relating 
to corporations not for profit or to a foreign corporation of a similar character, 
or to a trustee for the use or benefit of any such corporation, shall be valid in 
excess of one-fourth of the testator’s estate after the payment of debts, if a 
spouse, child, child of deceased child, or parent survive the testator. 


Mississippi (Code 1942, Ann., Recompiled 1956) 


§ 671 Statute of mortmain—bequests valid—devise of land. 

No person leaving a spouse or child, or descendant of a child, shall, by will, 
bequeath or devise more than one- third of his estate to any charitable, religious, 
educational, or civil institution, to the exclusion of such spouse or child, or 
descendant of such child; and in all cases the will containing such bequest or 
devise must be executed at least ninety days before the death of the testator, or 
such bequest or devise shall be void. 

Provided, however, that any land devised, in accordance with the terms of 
this section, to any charitable, religious, educational, or civil institution may be 
legally owned, and held by the devisee for a period not longer than ten years 
after such devise becomes effective, during which time such land and improve- 
ments thereon shall be taxed in the same manner and to the same extent as land 
held by any others is taxed, unless exempt by some specific statute. 

Provided further, that within said period of ten years during which such land 
may be held, the charitable, religious, educational, or civil institution holding 
the same shall have the power and right to sell and convey the said lands so held, 
or any part thereof, and its deed of conveyance may be treated as passing such 
title thereto as was possessed by the testator, or the said land, or any part thereof, 
may be leased for a length of time not extending beyond the expiration of the 
period during which it may be legally held by the lessor institution. But if such 
land be not sold and disposed of within the said period of ten years, then in that 
event at the expiration of the said period of ten years it shall revert to the heirs 
at law of the testator under whose will it was devised to the institution holding 
it, or to the devisees under such will as the case may be. 

Sources: Codes, 1892, § 4501; 1906, § 5091; Hemingway’s 1917, § 3379; 1930, 
§ 3565; Laws, 1940, ch. 318. 

Cross References : Constitution, § 270; Corporations, §§ 5350, 5351. 

References : 57 Am. Jr. 143, Wiil + §§ 157-159. 
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Montana (Revised Codes of 1947, Ann.) 


§ 91-142 (7015) Restriction to device for charitable purposes. 

No estate, real or personal, shall be bequeathed or devised to any charitable or 
benevolent society or corporation, or to any person or persons in trust for char- 
itable uses, except the same be done by will dully executed at least thirty (30) 
days before the decease of the testator, and if so made at least thirty (39) days 
prior to such death, such devise or legacy, and each of them, shall be valid; pro- 
vided that the prohibition contained in this section shall not apply to cases where 
not more than one-third (4%) of the estate of the testator shall be bequeathed or 
devised for charitable or benevolent purposes, and provided further, that if any 
such devise or bequest be made in a will executed within thirty (30) days prior 
to such death and be for more than one-third (14) of the estate of the decedent, 
the same shall be void as to the excess over one-third (144), but as to that only. 


New York (Decedent Estate Law, Ann., 1949) 


§17. Devise or bequest to certain societies, associations, corporations, or 
purposes. 

No person having a husband, wife, child, or descendant or parent, shall, by his 
or her last will and testament, devise or bequeath to any benevolent, charitable, 
literary, scientific, religious or missionary society, association, corporation, or 
purpose, in trust or otherwise, more than one-half part of his or her estate, after 
the payment of his or her debts, and such devise or bequest shall be valid to the 
extent of one-half, and no more. The validity of a devise or bequest for more 
than such one-half may be contested only by a surviving husband, wife, child, 
descendant, or parent. When payment of a devise or bequest to such society, 
association, corporation, or purpose is postponed, in computing the one-half part 
of such society, association, corporation, or purpose, no allowance may be made 
for such postponement ' for any interest or gains or losses which may accrue after 
the testator’s death. The value of an annuity or life estate, legal or equitable, 
shall not be computed upon the actual duration of the life, but shall be com- 
puted upon the actuarial value according to the American Experience Table of 
Mortality at the rate of four per centum per annum. Such value shall be de- 
ducted from the fund or property, which is subject to the annuity or life estate, 
in order to ascertain the value of a future estate or remainder interest passing 
to such society, association, corporation, or purpose. As amended, L. 1923, c. 301; 
L. 1927, c. 502; L. 1929, c. 229, §3; L. 1936, c. 288; L. 1947, c. 848, § 2, eff. April 
14, 1947. 


Ohio (Page’s Rev. Code, Ann., 1953) 

§ 2107.06 Bequest to charitable purpose. 

If a testator dies leaving issue, or an adopted child, or the lineal descendants 
of either, and the will of such testator gives, devises, or bequeaths such testator’s 
estate, or any part thereof, to a benevolent, religious, educational, or charitable 
purpose, or to any state or country, or to a county, municipal corporation, or 
other corporation, or to an association in any state or country, or to persons, mu- 
nicipal corporations, corporations, or associations in trust for such purposes, 
whether such trust appears on the face of the instrument making such gift, devise, 
or bequest or not, such will as to such gift, devise, or bequest shall be invalid 
unless it was executed at least one year prior to the death of the testator. 
Pennsylvania (Purdon’s Penna. Stat. Ann., 1950, Title 20) 

§ 195. Charitable bequests or devises ; requisites. 

No estate, real or personal, shall be bequeathed or devised to any body politic, 
or to any person in trust for religious or charitable uses, except the same be done 
by will at least thirty days before the decease of the testator, which period shall 
be so computed as to exclude the first and to include the last day thereof; and 
all dispositions of property contrary hereto shall be void and go to the residuary 
legatee or devisee, heirs or next of kin, according to law. 

Title 10, 1957 Supp., § 17. Gifts for charitable and religious uses and promises 
thereof by decedents—void when. 

Any gifts for religious or charitable uses hereafter made to take effect in pos- 
session or enjoyment at or after the death of the donor shall be void unless made 
at least thirty days before such death, and any promise hereafter made to give 
real or personal property for religious or charitable uses shall be unenforceable 





1So in original. Word “or’’ probably should follow “postponement.” 
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unless made at least thirty days before the death of the promisor. The thirty- 
day periods provided for in this act shall be so computed as to exclude the first 


and ine 


lude the last day thereof. 


APPENDIX III 


Solicitation restrictions 
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| Terms includ- Specifically License cer- | 
State | Legislation ing educational exempting tificate or Financial 
solicitors educational permitor | report 
solicitors registration | 
Alabana-.-....-.- ace | N’ 
DE ittndsntcdenceeet 
BI cwtinicnacinn 
Oaliformia............ i oe 
2 Se F | 
CRITE. on ccicenccael WObos Sct. ae PA SS 26 PEE cuseat No. 
Delaware ; sah Soria nis coinsliingscinliben onl @iaaiaitstgesiesosch eon cbanieige Manabe eee aoeseatiat 
District of Columbia...-| Yes.......--.- ae el cate Tei cackek Yes 
Florida a ae & BY ARS cc cniends i No? .-| Yes Sai Yes 
Georgia Cie eae | No = sc rebcebapsaenes-eaaishtignai ll Gotesduabdduedcasamemer aie eneeteaaiaaeiaamamte 
Se ee | No. pitino with arirsiannna lesncuaktebndilets daa indsanamupie 
EL cRiaccudnesUibiecul Patekaenieus Diatdiiguateare nee | gti dling ek dedi aahisimagliesstaeitice’ 
ae Se DRO eaans a Dentin lieth cles Raich Rebetika 
pO SE ae | Je nes sialic g aceatres | NG. 3... <es ead coca Yes 
ee ae . ORs ine eidiakhewues No Ssccz.~..-: MR cociancenl No 
RITES snc cacntae oon Be eS oe a eee Sci cecialieibale Se iaadaldadls 
LGUMBER. —. . cccentxe. | Deak onnnactepesapamannia alkocieas ed a -| 
i ea Bi. es aie ns slocd einen | WO ehettiascs NE thes witli No. 
Maryiend......... haviadl. Dek aE nena naucidaanueabiais RRB a | Oe SEES 
EE Se ae Ce eee , ee ht 
Gos Sitcom Ges ans wisrince alll EME asdevrccesaal Seatac Eran Whats tpncnolenks No 
PEs. ccwidntncaas No.... thie | Sires cds lacayraeline gina ilcttay ce deco iatcdapendh 
Mississippi... ---- he EE Oe wp bain dasa Fewaretinnmnniitmmiitlics have Scope arae Cheaipsnamtbictaald 
DENNOGEE 2 = coceccnus eS en es * 
Montana. .-......-- ce ct NOUN cake er cscs es Sci sn iets i I acias k aan 
Nebraska..._..... catuch? RAG @ catidadaakh Pale coachnl ae D We eeascaacks. Pee 
| eS a Lee S Ftecacenendtcn si iedecceealn Yes. 
New. Hainushire.........} W@Bsc-.cs5.-:-) SO - cd INOcec assoc f We ..-| No. 
New Jersev : a No §. pe ee, tots Seg ie a cick hsb a aide 
New Mexico cline gucci’, WME aaipenenicele .| Not... S Wilicerccn nauk eed 
New York es ee | Corditionally.| Yes.........-.| Yes. 
North Carolina_........- OR oe aed a | SiG ceemascucall Ulicitccagnaint Pas 
North Dakota a _ eae) eee |) ee 
Ohio ‘ er > Ua Ze, SP, | See sctva:lih MNte . acgvaneiiee No. 
eet Re ee Sas al SF =a OR ne eee ee 
CRO i ainctpinaadeintinnsasy Yes... F 9 BS URE shinies | Yes. 
Pennsylvania - - - ... .| Yes | Yes | Yes. 
Rhode Island__........-- ae | B scsi cen intnrindibtbransnicieeassnageblactidaicadta | 
South Carolina____..-- ihe clic sncsincsinse Rik amie aie | adil a iaicat ete tee wl Saas ane | 
South Dakota aiae | eae nevis caitlin aidiainseTacatbidia sai Coie anata pia Riuaiaudiemdeaaae _| 
Tennessee - — SN UU iacp dino sostus getline tera haven iapaeigae tun eal canennnanm itt 
Texas 3 Now... ma & eoideiscdh nb ain haien . - I ae dsosmadatiee | 
Utah. ‘ 2 oh Wc Sic cand UE Meusceneen a ae Gs tig ceuieace | No 
Vermont saponin thes | ROE dead onidias wh cqadiiiede dated hence aie wedi toele geen 
i,...,l Ses EE: FES ee es or | 
Washington -.-_....---..-- Gb kis ees aces atid ab ddherkathins fea tedpeenadice kee Aa eaten a 
West Virginia_ - mupedee ls eens = wie heiitaliten bsanmidhes Keene a heal tnd diamelone eda aaa 
Wisconsin siainigesatn tk MM rp ciritsse:sce cries Udita dha parietal ncaa a ai 
Wyoming- -- ...-| No eck cat baPe ea ab ae abeunnes 


1 Solicitations solely within the membership of the group are exempt. 

2 The exemption reads “nationally recognized organizations.”’ Whether this has been considered to in- 
clude educaticnal institutions which are nationally recognized is not known. It probably is construed so as 
to not exempt such institutions. 

3 Groups are exempt if limiting solicitation to one county only. 

4 Only applies to persons who for pay solicit funds 

5’ Exemption may be secured on showing proof of Federal income tax exemption and providing a copy of the 
mst recent financial statement. Also exemption is provided if solicitation is confined to the membership 
of the greup. 

6 This is applicable when solicitation is carried on by agents. 

7 However, the statute will only apply if the given organization is a national charitable organization or a 
statewide organization receiving its major support frem donations. 

8 The New Jersey statute does make misrepresentation of the identity or affiliation for which funds are 
solicited illegal, and makes it illegal to solicit for a fictitious or nonexistent organization. 

® The exemption is limited to funds solicited solely for the use of the institution. 

10 The exemption is limited to funds for fellowships or scholarships. 

'The statute is limited in scope to regulating the use of the name of another person when soliciting funds. 
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EXHIsIT 2 


AN INTRODUCTION TO A Srupy or EpILepsy (CEREBRAL DySRHYTHMIA), PREPARED 
BY FEDERAL ASSOCIATION FOR HEprILepsy, 1729 F Srreet NW., WASHINGTON, 
D. C., Marcu 1957 

PREFACE 


This report is intended merely to open the door to more searching investigation 
of the subject of epilepsy. This is not intended to be a clinical report on the 
subject. A tremendous amount of detail on the subject, or even reference to 
such details, purposely has been avoided because such details can only be fully 
understood and interpreted by professional personnel. 

Statements made in this report are not to be accepted as positive statements 
of fact, but are merely a condensation of what many competent authorities 
believe to be presumably accurate. There are a number of points in the field 
of epilepsy on which highly qualified and experienced authorities do not see 
exactly in the same light and each difference of opinion is backed by what appears 
to be sound reasoning. 

ACKNOWLEDGMENT 


We are particularly indebted to the staff of the National Library of Medicine 
for painstaking efforts in locating reference material and assistance in searching 
out documentary information, to personnel at the Nationa] Institutes of Health, 
and others in the Department of Health, Education, and Welfare, and to 
librarians in the Library of Congress for their valuable help in gathering material. 


EPILEPSY OR CEREBRAL DYSRHYTHMIA 
I. What is epilepsy? 

A. Epilepsy is a chronic nervous disorder which is characterized by a tendency 
to spontaneous, sudden and recurring attacks of unconsciousness associated with 
more or less distinctive recurrent disturbances in the rhythm of the electrical 
discharges from the brain (cerebral dysrhythmia). 

B. Epilepsy is a term loosely used to describe symptoms (usually a variety 
of convulsive seizures or attacks) of a condition which is affecting the brain. 

C. There are probably many cases which are described as epilepsy which have 
been classified improperly as such because the line between cerebral dysrhythmia 
and other conditions affecting the brain sometimes is so fine that only a neurol- 
ogist specializing in the field of cerebral dysrhythmia has the experience or the 
facilities to recognize the difference. It also is possible some cases of epilepsy or 
cerebral dysrhythmia have not been recognized and have been classified as some 
other condition. 

D. All convulsive seizures are not necessarily epilepsy ; however, there are two 
schools of thought; one says all convulsive seizures should be grouped under the 
study, care, and treatment of epilepsy and the other school regards epilepsy as 
distinct from other chronic disorders which are characterized in part by recur- 
rent spontaneous convulsions. 

E. There are about 15 types of seizures or attacks which have been classified 
as belonging to epilepsy or cerebral dysrhythmia. A detailed description of these 
types would not be interpreted correctly by the layman and are purposely 
omitted. Because in this investigation we are interested primarily in the sub- 
ject as related to children we will discuss only the types most common to children. 

1. Grand mal seizure: The most pronounced symptoms visible to the layman 
is prolonged loss of consciousness, severe convulsive movements of the entire 
body, and sometimes “frothing” and other discharges from the body. One 
clinical survey showed that 90 percent of the children studied had grand mal as 
well as other symptoms and 50 percent had grand mal seizures alone. 

2. Petit mal seizure: Brief loss of consciousness (sometimes not even notice- 
able to others) and possibly sometimes accompanied by minor convulsive move- 
ments of some parts of the body. A clinical survey showed that 46 percent of 
the children had petit mal seizures either alone or accompanied with other symp- 
toms. Less than 10 percent of the children had petit mal seizures alone. 

3. Psychomotor seizure: This has varying degrees of impairment of con- 
sciousness and a child may become destructive, go into tantrums, take on a 
docile or apathetic mood, become loquacious or show a tendency to run away. 
Most authorities believe it is rare in children, and the clinical survey showed 
less than 7 percent had this symptom and then it was combined with other types 
of seizures as well. 
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F. Epilepsy or cerebral dysrhythmia must not be associated with any mental 
abnormality or mental deficiency. As far as known, epilepsy itself does not 
cause any such deficiency. However, conditions which may bring about epilepsy 
also may affect mental functions as well, but there are separate medical prob- 
lems. (This will be referred to in another part again.) 

II. What is the cause of epilepsy? 


A. The history of medicine affords no more interesting or tragic chapter than 
that concerning epilepsy which has puzzled and plagued mankind everywhere 
since the dawn of human existence. Causes of epilepsy are classified as: 

1. Symptomatic epilepsy : This is caused either by an injury to the brain before 
or during birth or at some subsequent time or by the water and chemical balances 
in the body. The injury to the brain not only may be an external force, but may 
be due to some common infection that has settled in the brain, such as organisms 
which cause sleeping sickness, measles, meningitis, or whooping cough. 

2. Cryptogenic epilepsy: No demonstrable cause can be found. 

ITI. Who can get epilepsy? 


A. Any person or even any high order of animal can develop epilepsy. 
Presumably all persons are capable of having convulsive seizures when exposed 
to electrical stimulation of the cerebral cortex or to suitable doses of certain 
convulsant drugs. Some surveys indicate that 1 out of 10 persons examined with 
the aid of the electroencephalograph revealed they probably had latent epilepsy. 

B. Convulsive seizures (not all of which are epilepsy) occur 12 to 15 times 
more frequently among children under 6 than among adults. A satisfactory 
explanation for this peculiar predisposition of the very young to convulsive 
reactions in relationship to minor brain injuries, acute febril disease, or compara- 
tively benign emotional or metabolic disturbances has not yet been found. 

C. It seems a great many persons have a “threshold” for epilepsy. “Threshold” 
is the point which when any disturbance of the electrical rhythm goes above the 
point the symptoms of epilepsy are seen. There are wide variations in the 
threshold not only between persons who show no signs of epilepsy, but also 
among the persons who have it. 

D. Persons with a high threshold never show outward signs of epilepsy 
under normal conditions. They are said to have latent epilepsy. However, 
comparatively mild brain injuries, which would not seriously affect others with 
a high seizure threshold, may accentuate the tendency to cerebral dysrhythmia 
(or disturbing the rhythm of the brain) in persons with a lower threshold. 


IV. Does epilepsy affect the mind? 


A. There is no “epileptic personality.” What alterations in a personality 
which may be observed can be explained as a result of the patient’s response 
over a long period of time to rigid therapeutic regimen and the strange attitude 
of members of the family and other persons toward him. Similar personality 
traits are frequently seen to develop on the same basis in diabetie children, 
in victims of crippling poliomyelitis, tuberculosis of the spine, spastic paraplegia, 
or even acute acne vulgaris of the face. 

B. A survey of 1,328 noninstitutionalized cases of epileptic children showed 
that 65 percent were mentally normal, 24 percent had slight mental deterioration, 
and 11 percent had definite mental deterioration. It is interesting to note in 
this particular survey that of those children who had petit mal seizures alone 
(and in this survey they greatly exceeded the number of grand mal cases) 76 
percent of the children were mentally normal. 

C. In a special study of the intelligence scores of 690 epileptic children in 
the White Special School in Detroit, it was found the intelligence of epileptics 
more nearly parallels the normal distribution of intelligence in the general 
population. While the children in this study were those whose adjustment to 
normal schools and classes were considered unpromising, it was found that the 
range of intelligence was from below 50 to over 130 I. Q., and the medium I. Q. 
was 84. 

D. While 67 percent of the children at the White Special School were re- 
tarded one grade or more it was felt this was due to the fact that illness had 
kept them out of school for various periods or in some cases had prevented the 
children from starting school at the usual starting age. 

Ek. There are many people who had both genius and epilepsy. Notable ex- 
amples are: St. Paul, the Apostle, G. Buddha, Socrates, Alexander the Great, 
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Julius Caesar, Caius Caligula, St. Cecelia, Mohammed, Jakob Boehme, Blaise 
Pascal, George Fox, Peter I (Peter the Great of Russia), Swedenborg, William 
Pitt, Paul I of Russia, Napoleon Bonaparte, Lord Byron, Feodor Dostoevski, 
Algernon Charles Swinburne, Alfred the Great, Vincent Van Gogh, Guy de 
Maupassant, and Paginini. 


V. How many persons are affected by epilepsy? 


A. As pointed out previously, probably 10 to 12 percent of the total popula- 
tion has latent epilepsy. According to the best estimates of the National Office 
of Vital Statistics, it is estimated there are between 500,000 to 1,500,000 cases 
of actual apilepsy. Some believe the higher figure is more accurate. These 
figures are greater than cerebral palsy, multiple sclerosis, muscular dystrophy, 
poliomyelitis, tuberculosis, and many other diseases and illnesses which attract 
public attention and support. 

B. During World War II, 21,631 servicemen were discharged from the service 
because of epilepsy. 

C. A high percentage of those who have epilepsy are children. About 70 per- 
cent of the cases show the first symptoms before they are 20 years old. Seventy- 
one of every 1,000 children have convulsive seizures of various types during the 
first 5 years, but most of them outgrow them. How many of these children 
who have convulsive seizures have epilepsy is unknown. About 5 out of every 
1,000 adults develop seizures. 

VI. Can epilepsy be treated? 

A. Epilepsy can be treated. However, epilepsy requires special study of the 
causes, classification of the probable causes, and special therapeutic considera- 
tions because it has distinctive clinical and electroencephalographic features 
which set it apart from other better known disorders which stimulate it super- 
ficially. Because of the specialized nature of epilepsy, it requires the highest 
degree of individualization in therapy. 

B. Treatment includes consideration of physical and mental hygiene, psycho- 
therapy, dietary regimen, drugs or surgery. Any one or any combinations of 
these courses of treatment may be used by the physician according to the needs 
of the individual cases. There is some question as to whether younger children 
can withstand the surgery. 

C. Many of the detailed steps in treatment cannot be appreciated nor under- 
stood by the layman. However, he can appreciate the factors involved in 
physical and mental hygiene. They are: 

1. Physical abnormalities should be eradicated as promptly and thoroughly 
as possible. 

2. Regular muscular exercise in the form of supervised play and safe, inter- 
esting work is often recommended. 

3. Exercise and work out of doors in fair weather as much as possible often is 
helpful. 

4. Simple country life is conducive to improvement, and sometimes is a major 
help. 

5. The proper diet under the supervision of the physician is helpful. 

6. Avoid mental conflicts, undue excitement and unnecessary anxiety is 
important. 

7. Restoration of self-confidence of the patient, interesting hobbies in which 
he can show achievement, and creating a sense of independence and responsi- 
bility are important in nearly all cases. 

D. Under the care of the neurologist, the seizures in a great many cases can 
be reduced and controlled. Complete statistics as to what can be done are 
absent as only a small percentage of epileptics use the medical services avail- 
able, and as a rule only when the cases are severe or it has been a prolonged case 
before the physician is consulted. 

E. Where children have had early diagnosis of epilepsy and have received treat- 
ment and if necessary, training, the majority have proceeded through their 
regular and higher education successfully and have lived normal and gainful 
lives. 

F. A great majority of adults who have received early diagnosis and treatment 
have continued to live normal, gainful lives, although they have had to be 
careful not to place themselves in positions where a sudden seizure might be 
dangerous because of the environment. 
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VII. What treatment is being given to epileptics? 


A. About 20 percent of the estimated number of epileptics are receiving treat- 
ment under the supervision of physicians. 

B. Because the epileptic, his family and the public still carry subconsciously 
or consciously the old superstitions connected with epilepsy, many seek to con- 
ceal their affliction by not going to a physician. 

C. In many States epileptics are treated in institutions for the mental de- 
fectives, and it causes many to shun the help of physicians. In 13 States the 
public institutions for epileptics are called institution for mental defectives and 
epileptics. 

D. There is a shortage of facilities for the treatment of all epileptics. The 
facilities for children are even more scarce. 

E. There are not enough specialists in the field. In the entire United States 
there are only about 300 neurologists and of these the number specializing in 
epilepsy is very small. The ratio at present is about 1 neurologist for each 5,000 
epileptics. On the other hand the ratio of all physicians to the population as a 
whole is 1 physician for each 750 of population. These figures demonstrate the 
great need for more neurologists. 


VIIT. What is the meaning of rehabilitation? 


A. Rehabilitate means “to restore to good condition.” Another accepted defi- 
nition means to restore to useful occupation a person who through injury or 
illness has been denied education or training which he normally would have 
received. It also means training a person for activities which are not harmful 
to a person suffering from a particular ailment or disability. As an example 
a person who has recovered from tuberculosis and who had formerly been in an 
eccupation which might be conducive to respiratory difficulties would ordinarily 
be assisted in training for an occupation where those dangers do not exist. 

B. Rehabilitation of epileptic children not only means to seek to restore them 
to good physical condition, but also to seek to help them overcome any work 
they have missed in school, and to help them overcome problems which are 
associated with epilepsy. 

C. Many authorities feel that rehabilitation is an essential part of any program 
for epileptic children, just as it is for children who might have a hearing im- 
pairment, or who have suffered an illness, or an accident. 


IX. What must be done for actual and latent epileptics? 


A. Encouragement must be given to research in the field of epilepsy. The 
total amount the National Institute of Neurological Diseases and Blindness of 
the United States Public Health Service was able to grant for research in 
1955 was $1,363,268. The number of research projects and the scope of such 
projects has been limited by the lack of funds and the lack of specialists in the 
field. 

B. Additional clinics must be set up for the diagnosis and treatment of actual 
or potential epileptic patients. 

C. For in-patient care, there must be facilities which not only does away with 
the stigma of mental defectives but which have the surroundings which are 
conducive for the improvement of the patient. This is extremely important 
for children. 

D. Encouragement must be given physicians to enter the field of neurology 
and especially the field of epilepsy. 

E. Public apathy and misunderstanding must be removed regarding what 
epilepsy is and the need for medical attention. The public must be aroused to 
support the work of the physicians, nurses, and agencies now trying to combat 
epilepsy. 
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EXHIBIT 3 
Tue Facts Apout EPILEPSY 


By the Federal Association for Epilepsy, Ine., 1729 F Street NW., 
Washington, D. C. 
What is epilepsy? 

Epilepsy is a disturbance in the brainwave pattern. The brain transmits 
electrical impulses at regular intervals to control body activity. When the 
regularity of the interval between impulses is “short circuited,” the epileptic 
has a seizure which manifests itself in various ways, depending upon the type 
and severity of epilepsy. 

What causes epilepsy? 


All causes of epilepsy are not known. Most cases have been traced to severe 
illness in infancy or early childhood, and to brain damage caused by accidents 
during birth, childhood, or adulthood. 

At what age does epilepsy occur? 


Epilepsy does not respect age. It can occur at any time during a person’s 
life. Most frequently, though, it occurs in infancy or childhood. 


Is epilepsy hereditary? 


Medical science does not yet have enough evidence to furnish a definite 
answer to this question. More research and study is needed. 


Is epilepsy contagious? 
No, epilepsy is not contagious. 
What are the different types of epilepsy? 


The different types of epilepsy include petit mal (small sickness), grand mal 
(big sickness), psychomotor and Jacksonian. 


How can I tell the difference? 


It is almost impossible for a layman to tell the difference—or indeed, tell 
whether a person has epilepsy. All you need to know in order to be helpful 
is the basic difference between petit mal and grand mal. Petit mal is hardest 
to detect because usually seizures last for a short time and the outward signs 
are minor. What normally happens is that the patient will stare intently— 
either standing or seated—and have a sort of vacant expression on his face. 
It is something like daydreaming. If you notice a friend or member of your 
family do this quite often, tell an adult about it so they can consult a doctor. 

In a grand mal seizure, the patient usually falls to the floor and his body 
goes into convulsions. Such seizures last for varying periods of time and occur 
occasionally or frequently during the day. They often occur at night while 
the patient is asleep. So if you share a room with a brother or sister, be sure 


to tell your parents if anything happens during the night that you believe is a 
seizure. 


How do doctors diagnose epilepsy? 


The most important tool in diagnosing epilepsy is the electroencephalograph, 
a machine which measures brain waves. Any disturbances in the pattern of 
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electrical impulses emitted by the brain are recorded on a roll of paper which 
can be interpreted by a doctor, 


Are all epileptics mentally ill? 


No. However, there are many cases of epileptics who have been made men- 
tally ill by the outrageous way in which society has treated them. The epileptic 
is normal in every other respect. Mental illness, as indeed, any other illness 
can result in the epileptic just the same as it can in the nonepileptic. Anyone 
who is ostracized or otherwise mistreated or misunderstood by his family or 
society as a whole, can become mentally ill. The epileptic, like all of us, wants 
affection, understanding, and a sense of belonging. 


Are all epileptics mentally retarded? 


No. Epilepsy does not cause mental retardation. However, because of the 
vast misunderstanding about epilepsy, many epileptics are denied an opportunity 
to develop mentally. Among great men of history who had epilepsy were 
Napoleon, de Maupassant, VanGogh, Caesar, Lord Byron, and Paganini. 

Must epileptics live in institutions? 


Not necessarily. A person who suffers only from epilepsy can live a normal 
life outside an institution, provided his seizures are under control. However, 
some epileptics suffer so many seizures during the day that it is necessary to 
place them in a special institution, until the proper medicine is found to control 
the seizures. 

Because many epileptics suffer from other diseases, including mental retarda- 
tion, mental illness and emotional disturbances, they must be institutionalized 
for varying periods of time in order to rehabilitate them. Most institutions 
will not accept patients suffering from epilepsy in conjunction with these other 
conditions, because they do not have the facilities to treat epilepsy. 

The Federal Association for Epilepsy, Inc., operates a_ hospital-institute, 
where all epileptics, regardless of what other condition they may suffer from, 
can be treated and rehabilitated. Plans are now under way to expand the 
facilities of this hospital-institute, so that besides epileptics, children, and young 
adults suffering from mental retardation and emotional disturbances can also 
be rehabilitated. 

Can epileptics work? 


Yes. Epileptics are not invalids. They can perform any kind of job for 
which their ability, experience, and talents qualify them. However, their 
seizures must be brought under control first. 

Can an epileptic die during a seizure? 


No. Epilepsy is not fatal. The only danger to the patient lies in the pos- 
sibility of striking his head against a sharp object when he falls or being struck 
by a car while lying in the road. Epileptics should be watched carefully when 


they are in swimming or in other situations where loss of body control will 
endanger them. 


What can I do to help during a seizure? 


First of all, do not panic. If you see an epileptic falling, cushion his fall so 
that he will not strike his head against the ground or a sharp object. Place him 
is a position of safety and in a reclining position. Either place something soft— 
a pillow or rolled up clothing—under his head or cradle his head in your hands. 
When the patient is nearing the end of the seizure and begins to breathe heavily, 
turn him on his side, still keeping his head on the pillow or in your hands, so 
that the saliva may run out of his mouth. 

Never use foree such as trying to hold the patient down. And do not force 
anything in his mouth. Remain with the patient until he is able to talk and 
move about rationally. 


Call a physician if the convulsions last for more than 2 or 3 minutes. 


About how many epileptics are there in the United States? 
About 1 million. 


Are any of them famous? 
Yes, 
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Who are they? 

Because society has not yet learned to understand the epileptic, most people 
will not publicly admit they are epileptic. We must respect their desire for 
anonymity until society is willing to accept them as normal human beings. 


How can I get more information about epilepsy? 
By writing to the Federal Association for Epilepsy, Inc., 1729 F Street NW., 
Washington, D. C. 


Exuisit 4 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 8, 1958. 
Hon. JOHN A. BLATNIK, 
Chairman, Subcommittee on Legal and Monetary Affairs, 
House Office Building, Washington, D.C. 

DEAR COLLEAGUE: A reporter from the newspaper, the Evansville Press, of 
Evansville, Ind., which is my home, has written to me as follows: 

“T noticed from stories over the wire services from Washington that there is a 
House subcommittee, headed by John A. Blatnik carrying on a charity rackets 
investigation. Public hearings apparently open July 1. 

“In January 1957 the local chapter of multiple sclerosis organization put on a 
telerama as a part of its campaign for funds. The national organization sent in 
one of its workers to do public relations and help organize the telerama. 

“T am enclosing a story from the Press of January 23, 1957, about the telerama. 
Actually, the local leaders in the fund drive were embarrassed before the telerama 
even got under way. I think the story speaks for itself, seeing how the money 
was spent. 

“T thought perhaps you might want to pass this information along to the 
subcommittee investigating the charity organizations. The national MS group 
sure ‘burned up’ a lot of local persons of good will.” 

The story she sent is attached and I wish you would please make the story 
and this letter a part of the record. 

Sincerely yours, 
WINFIELD K. DENTON, 
Member of Congress. 


{The Evansville (Ind.) Press, January 23, 1957] 


MS TELETHON NEtTs $7,114 


The multiple sclerosis telerama has netted $7,114 so far, with a few pledges 
still coming in, Burkley McCarthy, president of the local MS chapter, said today. 

A total of $20,647.42 has been collected as a result of the TV marathon, which 
featured appearances of several national personalities. Mr. McCarthy estimated 
about $1,000 would be added when all pledges are received. 

Of the $7,114 net, $3,200 will go to the national MS association for research, 
and the rest will remain in Indiana and Vanderburgh County. 

The amount sent to the Indiana headquarters depends on the number of local 
patients sent to the State clinic in Indianapolis, Mr. McCarthy said. Money 
remaining will be spent locally for patient care. 


EXPENSES $13,523 


Expenses for the telerama ran to $13,523. This included the following costs: 

Fees paid to performers, and their transportation and hotel expense, $5,850. 

Telephone expense, $850. 

Salaries of national officers, when produced the telerama charged off to the local 
campaign, $3,900. 

fee paid to Theater Authority, Inc., who insured the stars who appeared and 
guaranteed no competing effort of similar nature, $1,300. 

Salaries of television crewmen, $573. 

Pledge forms and printing costs, $325. 

One month’s salary for local office secretary, $130. 

This totals about $12,928. The rest of the expense was termed miscellaneous 
and including such items as advertising fees, signboards, and postage. 
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$4,800 LEFT HERE 


If the total collections reach the predicted $21,500 total, this will leave about 
$4,800 for use in Evansville and in financing State clinic patients, after the 
expenses and national research allotment are deducted. 

Mr. McCarthy was not sure just what form aid to patients would take. The 
society would study the needs. It might include helping patients with hospital 
expenses, or furnishing wheelchairs, or similar aid. 


x 





